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ELECTIONS AND THE VOTE IN CHINA 


In a comment on the significance of the 
Supreme Soviet elections in the Soviet Union, the 
Chinese Minister of Internal Affairs, Hsueh 
Chueh-tsai, said that by the middle of March 
elections at the lowest level had been completed 
in 22 provinces and municipalities in China. This 
means that there is still a long way to go before 
they are completed, and that the National People’s 
Congress will again have to be postponed. It was 
after a long statement by the Chinese Prime 
Minister, Chou En-lai, on January 13, 1953, that 
the People’s Government Council in Peking decided 
to convene in that year the basic level conferences 
chosen by popular vote (but not by ballot), and to 
convene, immediately afterwards, the National 
Congress to enact the Constitution, ratify the 
outlines of the five-year construction plan, and 
elect a new Central ‘People’s Government. Eight 
months later, at a session of the same Council Teng 
Hsiao-ping explained that difficulties had been 
encountered in the basic level elections. The 
precise nature of these difficulties was not publicly 
disclosed, which suggests that the reasons were not 
limited to organizational problems. These were 
in any case serious enough. It is the first time in 
China’s history that any attempt has been made 
to hold elections, let alone elections on this massive 

id unparalleled scale. Many got off to a late 
art owing to the confusion of the elections with 
the projected Census. But the difficulties were 


sufficiently serious to cause the Council to postpone 
completion of the elections till the end of March, 
1954, and to postpone accordingly the holding of 
the National Congress. The date for the holding 
of the provincial and municipal people’s congresses 
was postponed, to be dependent upon the date fixed 
for the National Congress. 


Some inkling of the troubles encountcred was 
disclosed in a preceding session of the Council on 
September 17 at which Vice-Chairman Peng Chen 
indicated that the central authorities did not 
possess anything like the control and authority 
they required in the deep countryside. He 
revealed incidentally that a mass campaign had 
been launched to ban and liquidate the reactionary 
sects and societies, which have always had a 
dominating influence on the peasantry. The Vice- 
Chairman made the startling claim that no fewer 
than four million “duped” members had voluntarily 
withdrawn from these bands. The use of the term 
“duped” implies not only that reactionary and 
superstitious seeret societies were still in being, 
but that they had actually been induced to oppose 
the Government. Nor does the statement that the 
culprits had “voluntarily withdrawn” from these 
societies appear very reassuring in these troubled 
times when the peasants are being asked to make 
sacrifices for the State such as they have never 
known before. It may well be that some of the 
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leaders of these sects have established themselves 
in positions of strength within the Peasants’ 
Associations, on which the Government almost 
wholly relies for the enforcement of policy. 
Nevertheless none can dispute the extraordinary 
energy and resolution with which the Communist 


leaders are working to ensure that the peasants do 
their bidding. 


To some extent the elections were expressly 
designed to serve both the ultimate ends of the 
regime and as a lever to break the power of local 
bosses and other forthright spirits in the country- 
side who, like the Generals under the Tuchun Era, 
obeyed when it suited them and rebelled when they 
felt like it. What the elections are designed to do 
is quite clearly defined in the Minister’s statement 
on March 31 as to what they will do. They will 
become a still greater force to stimulate the 
activity of the masses. They will demonstrate the 
close unity between all nationalities, classes, parties 
and people’s organizations. And, goes on the 
Minister, they will give expression to the people’s 
patriotic spirit, political enthusiasm, and fervour 
in production. Then he goes on to make certain 
admissions. He says that the regime has not yet 
rooted out class exploitation and moreover they 
are just about to “build Socialism,” so present 
social conditions do not as yet permit China to 
introduce the system of universal, equal, direct 
and secret ballotting in the elections, “as practised 
now in the Soviet Union.” (The villagers vote 
merely by a show of hands). But China’s electoral 
system will gradually progress to the “perfected 
system, like that applied in the Soviet Union. The 
Soviet Union to-day is the model for China’s 
future.” 


A whole army of cadres were trained in 
election work before they were sent out to the 
particular province in whose villages the basic 
level elections were held. They went out with 
orders to multiply themselves, and to devote much 
of their time to training others to take over locally 
so that they could go on to other pastures. The 
local cadres were told they would have to play a 
positive part in the elections. The special teams 
“educated” them and helped to remedy short- 
comings. Large numbers of propagandists were 
mobilised in all places and every kind of media was 
used, but the propaganda was directed wholly to 
preaching the superiority: of the “people’s demo- 
cratic system.” The preliminaries provided a 
little adventitious excitement in the dull round of 
work and sleep, but the invading teams were not 
especially popular because they often came round 
just when everybody was busy harvesting, plough- 
ing or planting. Moreover the message they 
brought to the countryside, like that to the city 
worker, was “work and more work, save “and 
economise.” In drought stricken areas the men 
were directed to anti-drought work, while in the 
cities model workers were induced to beat their own 


further discussion back to the groups. 
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records and so make themselves popular electo. . 
candidates. Many did in fact win the delegates’ 
tickets in this way. 


The Communists have developed wholly new ideas as 
to the purposes of “democratic elections.” A remarkable 
blurb issued by Peking stressed the part played by the “great 
election campaign” in further consolidating the ‘“people’s 
democratic dictatorship.”” In areas where experiments at 
basic-level election had been carried out, it was stated, the 
people’s representatives were discharging with high en- 
thusiasm the jobs for which they are now responsible. In 
some places they decided that their election called for anti- 
flood, anti-insect and anti-hog disease measures as_ the 
pivotal work of the masses. In another, such as in the 
eastern suburb of the Hopei municipality in Anhwei, no 
fewer than 136 proposals were put forward concerning 
urban construction, street sanitation, and guidance in handi- 
craft production. The peasants of Chuanfu uprooted 300 
catties of rice seedlings infested with aphis and cleaned 129 
pigsties in three days. | : 


Even the notorious “five-too-many” phenomenon is 
being banished. Several scores of organs were abolished or 
merged and five work committees set up instead. Repre- 
sentatives at other places were promptly out to work, formed 
into teams, and posts shared out to prevent the evil of too 
many concurrent jobs. Many rural officials also personally 
go to the masses to direct. production and help the people 
solve their difficulties. One woman deputy helped solve a 
land dispute which had been unsettled for many years. 
Women activists also delivered first the grain tax payable 
by themselves to the State granary, thus setting a g 
example to the 72 peasants families in her village, “‘w 
delivered in no time” the greater part of the public grain 
totalling 16,000 catties. 


The people were given their festival when polling-day 
came, when every effort was made to cultivate a holiday 
atmosphere. The flags and bunting were still interspersed 
with the ominous slogans such as “greet universal suffrage 
with increased production and greater economy,” but even 
after allowances are made for the perfervid Party corres- 
pondents who sometimes grew lyrical in describing how 
wonderfully all enjoyed themselves, there can be little doubt 
that the invasion of this Western system of voting, how- 
ever the purposes may have been twisted and diverted from 
the normal, was on the whole highly popular. The people 
voted for personalities, not for causes. If they had any 
idea of voting against the Government and for the “re- 
actionaries” they were no doubt soon apprised of the folly of 
this. But there are many human touches in the reports of 
the scenes in the countryside as the voters animatedly dis- 
cussed the respective qualities of candidates whom they had 
known from childhood. 


A description of the proceedings in four small villages 
in Shansi said that nominations begap flooding in as soon as 
the register of those entitled to vote was posted up. All 
the electors in the eight electoral districts were divided into 
44 groups that met every evening to put forward nomina- 
tions and discuss the merits of the candidates. The simple 
rule was applied that a nomination should go forward for the 
preliminary list from the group if it won the support of the 
majority of that group. Then nominations from. all the 
groups were listed and the list as a whole submitted for 
The size of the list 
was. later whittled down as the people rejected the le = 
suitable and concentrated on the more suitable. A total 
75 candidates were finally nominated by the 44 electoral 
groups and entered in the nominating primaries. The com- 
bined list was then again submitted to the electors for fur- 
ther discussion, which now entered the decisive stage, in 
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THE ASIAN CONFERENCE IN COLOMBO 


(From Our Colombo Correspondent) 


On April 28, the five Prime Ministers of India, Pakistan, 
Indonesia, Burma and Ceylon will meet in Colombo. Cer- 
tain fields of discussion, not least among them the thorny 
problem of Kashmir, will be excluded. The subjects to be 
discussed are more economic than political, but always with 
political possibilities borne in mind. For _ instance, no 
policies of economic co-operation between India and Ceylon 
can be pursued without continued co-operation in the field 
of immigrant labour from India’s poverty-stricken South. 
Food and finance will rank high among the subjects for dis- 
cussion. The integration of industrial policy may receive 
some reference. Defence might get a look in. And in the 
background the reason for the calling of the conference— 
the establishment of a “Third Bloc’’, resisting both the 
Western and the Communist Blocs—will never be far from 
the Prime Ministers’ thoughts. 


What are the possibilities of economic co-operation be- 
tween this group of countries, which, while they are physical- 
ly contiguous, are certainly not economically homogeneous? 
The pessimists may be forgiven for fearing that beyond broad 
r~inciples, the conference cannot progress far. For one 

ig, the economic differences between the countries are 
greater than might at first be supposed. It is convenient to 
lump all these countries into the category of ‘“under- 
developed’’, but further enquiry into the standards of living 
shows that the variations in prosperity between country and 
country are quite considerable. Let us take the United Na- 
tions figures for per capita national income, reduced to a 
common basis of U.S. dollars for recent years: 


Income per 


Country Year capita ($) 


Even if we take the Colin Clarkian calculations, based 
on the purchasing power of the Indian rupee in 1948, and 
thus reduced to some kind of ‘real’ purchasing power 


which the lists were reduced to 23 names who became the 
final approved list, though on polling day electors could 
still vote for anybody by adding his name to the list. 
Election day itself was the climax. The 23 elected 
(including three women) composed 11 members of the Party 
and 12 non-party people. By daybreak the peasants were 
already on their way to the decorated polling-booths, singing 
and dancing and many in their Sunday best. Some rode 
on their mules which had been groomed and decorated for 
the occasion. The results and the technique may not be 
what the West is accustomed to, but the seed has been 
sown and it may yet be found that the vote is of all the 
revolutionary influences of this time perhaps the greatest 
* all in China. For, as Lionel Curtis once wrote, the 
inese people, if they can only be taught the Western 
system of the vote and the ballot-box could form the 
“noblest commonwealth the world contains.” But that is 
not yet. | 


within comparable countries, we find great differences. In 
terms of Colin Clark’s “Oriental Units’, Ceylon stands up 
among the 200-300 units per head per year group; India 
and Pakistan are in the 150-200 group; Burma and Indo- 
nesia are down in the sum of 100-150 units a year. Taking 
the average for each group, the difference between Ceylon 
and Indonesia is a matter of 100 per cent. In the table 
from the United Nations Survey, the biggest spread is be- 
tween Burma and Ceylon, a matter of as much as over 
$80 a year per head, or more than 200 per cent of the 
Burmese per capita income. 


With variations like this, even allowing for the raw 
edges of statistics, the problem of economic co-operation pre- 
sents considerable snags. If, for instance, equality is the 
aim, then it is obvious that India should dismantle many 
of her projects, and send large sums of economic aid to 
Indonesia and Burma; Ceylon should likewise open her 
lotus-land of high living to thousands of Pakistani peasants 
to share the prosperity. 


We exaggerate, of course. The existence of poorer 
countries within a group is only a challenge to the goodwill 
and tolerance of each country—not least the richer ones. 
But if something like a joint defence scheme is proposed, 
there will be tricky questions of cost-sharing to solve. It 
is on the basis of such per capita national incomes that 
the United Nations subscriptions were calculated, and also 
the NATO funds. 


* * 


The variations in national income per head are not a 
very accurate index of the stages of development reached 
in the various countries of the region. This is particularly 
noticeable in the cases of India and Ceylon. India has been 
undergoing its own private industrial revolution for thirty 
years now, and is in the middle of a giant Five-Year Plan 
in which industry and better agriculture alike share honours. 
Nevertheless, the standard of living remains lower than that 
in Ceylon, where it is not so much new development that 
has maintained standards as a continuing existence of estate 
output which was developed during the nineteenth century. 
Apart from the giant Gal Oya scheme, which covers one 
twenty-fifth of the total land area of the Island, the deve- 
lopment plans of the country rank very small beside those 
of India, and even of Pakistan. Ceylon’s. relative riches 
arise from rubber, tea and coconut products which have, with 
very few intervening recessions, been the backbone of the 
country’s economy for over a century now (coffee, the 
forerunner of tea, was wiped out by disease in the 1870’s 
but the replacement was carried out at a speed which, even 
today, looks marvellous). 


Without any doubt, the weakest member of the Asian 
Five is Indonesia—not because she lacks resources, but be- 
cause she lacks cohesion. Whatever the conference in 
Colombo may decide regarding Indonesia’s economic future, 
it must be remembered that the Djakarta Government’s writ 
does not run very far over the scattered islands that make 
up that shaky republic. 
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Burma, it is true, has internal troubles, and the fires of 
insurrection still burn on the north-east corner of the state, 
but the one big cash crop, rice, is well organised through 
Government and private channels, and production has been 
rising satisfactorily. The only thing which may give the 
Burmese Government pause is the fact that other countries 
have also been raising their rice output, and the demand 
for Burmese rice is falling. From a price of £65 per ton 
in early 1953, the contract price between Burma and Ceylon, 
and between Burma and India this year, has settled about 
the £48-50 per ton mark. 


All the countries of the region need more capital; but 
they need more trained personne! and better credit facilities 
within their own borders as. well. The mere pumping of 
World Bank loans into each country will accomplish only 
about a third of the job. Coupled with this problem is 
the allied one of nationalistic resistance to foreign capital, 
particularly private funds. Despite the fact that at least 
three of the Prime Ministers who will meet in April have 
said that they will welcome foreign capital, there are still 
strong groups within each country which would prefer to see 
it excluded. For these groups, foreign capital means only 
foreign domination; further, especially among the local 
Chambers of Commerce, it may also mean competition, 
backed by large resources, which they feel they cannot with- 
stand. The result is that alongside the welcome which 
Governments extend to foreigners, there is also a number 
of hurdles over which the foreign capitalist will have to jump 
—restriction of remittances, restrictions on engaging foreign 
personnel, restrictions on the type of product to be manu- 
factured, and so on. In fact, to many observers in Europe, 
the foreign capital policy of these countries appears to be 
one of exclusion rather than invitation. 


FAR EASTERN 


ECONOMIC REVIEW 


The pattern of development varies from country 
country also. India has opted for industrial expansion, and 
she is already one of the world’s leaders in the production 
of textiles. Pakistan is attempting the same thing, with 
rather less success. Burma and Indonesia are still pre- 
dominantly agricultural, and although Ceylon is making plans 
for industrial development, she is held back by the lack 
of suitable raw materials. Rubber is her only industrial 
material of any consequence, and unfortunately rubber is 
devoted to too wide a range of products to be viable. 

In the matter of foreign trade, the countries concerned 
are competing rather than complementary. A glance at the 
list of main exports will show this: 


India: Jute and cotton manufactures. Tea. Oilseeds. Hides and 
leather. 
Pakistan: Raw cotton and jute. Hides and skins. Jute. 


Ceylon: Tea. Rubber. Oilseeds. 
Indonesia: Rubber. Tin. Tea. Oilseeds. 
Burma: Rice. Teak. Raw cotton. 


With the exception of India’s textiles, the list is of 
eight raw materials. If closer economic integration is to 
come of the Colombo conference, there will have to be close 
agreements on these commodities—and this also in the face 
of the fact that the big buyers of those commodities are a 
long way across the world in one or other of the power 
blocs. As for the possibility that India might become the 
region’s supplier of manufactured goods, it has already 
become obvious that the main supplier of cheap goods will 
not be India, but Japan, closely followed by Hongkong. For 
Indonesia and Ceylon, the chief buyer of rubber is likely 
to be China. The oilseeds of India, Indonesia and Ceylon 
are going to the West. It remains to be seen how the five 
countries can plan on an economic level with their fortu 
so tied by strings like these. 


THE STERLING AREA—A UNIQUE FINANCIAL 
INSTITUTION 


By Wen Ch’ing-hsi, 


The recent Conference of Commonwealth Finance 
Ministers at Sydney, one of the results of which was the 
re-opening of the London gold market after 15 years, has 
again attracted public attention to the Sterling Area. How- 
ever, though the name of the Sterling Area is known prac- 
tically to every person who has had something to do with 
international commerce, very little is generally known about 
it and its history. It has often been misunderstood to be a 
centrally organized system designed by and dominated from 
London; and for that reason, has been subjected from time to 
time to misinformed criticism. Actually, the story of the 
Sterling Area makes a fascinating tale. 


The Sterling Area first became perceptible after Septem- 
ber 1931, when Britain went off the gold standard. How- 
ever, the area had evolved during the second half of the 
19th and the first two decades of the 20th centuries with 
the growth of British financial power. It was formed by 
the association of countries which, for reasons of con- 
venience and efficiency, found it profitable to maintain their 
currencies fixed in terms of sterling, and to bank their 
monetary reserves in London. The bulk of the trade of 
these countries was with Britain, and British capital had 
helped to develop them. Sterling was then a universally 
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accepted currency, and it could always be converted into 
other currencies, or into gold. Further, a bill on London 
was the most effective instrument for financing international 
trade. 


In the period preceding 1914, when the gold standard 
was in effect controlled from London and sterling was the 
international currency, the Sterling Area comprised practi- 
cally the worldwide international gold standard system; and 
the sterling group was merely the inner core of this system. 
It was, as we have noticed, the departure of sterling from 
gold which brought shape to the Sterling Area. It was then 
that countries were grouped into currency areas in ac- 
cordance with their trade and financial relationships. One 
of these groups became known as the Sterling Area, another 
the Dollar Area, and a third group—the gold bloc—persisted 
for a time. 


The abandonment of gold and the depreciation of the 
pound caused the countries which had till then more or less 
unconsciously adhered to sterling to decide whether to fol! 
gold or sterling. Some of these countries, like Egypt, In 
Iraq, and Portugal, promptly decided to follow _ sterling. 
Other countries, like South Africa and the Baltic states, 
hesitated for a while before keeping their currencies in 
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with sterling. Still other countries, like the Scandina- 


vian countries and Greece, took a considerable time before 
re-linking their currencies with sterling at varying parities. 
Australia and New Zealand had been forced off gold before 


1931, but had clung to sterling at devalued parities. 
Thus, the Sterling Area had no strictly defined boun- 


daries, and included a number of countries which kept their 
currencies in fixed relationship with sterling, and tended to 
keep their exchange reserves largely, if not wholly, in the 
form of sterling balances and other liquid assets in London. 
Their relationship with London was substantially the same 
as before September 1931. 


These countries were the British 
dominions (with the exception of Canada and Newfound- 
land), Egypt, Iran, and a number of European countries. 


Countries like Argentina and Japan (and for a time, China) 


were not as closely allied to sterling as other countries, but 
they kept their exchange rates fixed in sterling. This group- 
ing was, of course, as existed prior to the outbreak of war 
in Europe in September 1939. 


The extent to which the trade of a given country was 
related to that of Britain was a leading consideration which 
led them to adhere their currencies to the pound. The 
advantage of maintaining stable exchange rates was obvious. 
A decline of sterling in terms of the Argentine peso would 
tend to retard the export of Argentine meat to Britain. It 
worked to the advantage of the countries concerned to allow 
their currencies to depreciate with sterling. Furthermore, 
the large share of Britain in the import trade of these 
countries made sterling balances useful as a reserve. 


However, an important reason why the countries joined 
the Sterling Area was the comparative mildness of the slump 
in Britain. Industrial activity in Britain even at the bottom 

the slump was only 17 per cent below the 1929 levei; 
while in America, it was 47 per cent. 


There were no formal arrangements in membership of 
the Sterling Area. A country joined or left the area freely. 
There was no consistency about the way in which reserves 
were kept by the member countries. Some of them kept 
the bulk of their banking and currency reserves in sterling, 
while others maintained only small working balances. The 
one common feature was their pfeference for sterling as a 
monetary standard. But though some countries kept their 
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currencies strictly in step with sterling, they could alter the 
rates of exchange without consulting Britain. This was 
the case of New Zealand in 1933 and in 1948. 


The relationship of the Sterling Area countries was, 
however, strengthened during the 1930s by the establishment 
of central banks in the membership countries, which main- 
tained close relations with the Bank of England; and the 
war which came in 1939 caused noticeable changes in the 
whole system. The neutral countries withdrew from the 
Sterling Area; and for the first time, what remained acquired 
statutory definition. A system of exchange control was 
erected between sterling and non-sterling countries. But 
each member of the Sterling Area was left to operate its 
own exchange control. 


The accumulation of sterling balances as a result of the 
wartime growth of sterling assets held by the members of 
the Sterling Area is of great significance to the future of 
the system. Before the war, Britain the banker of the 
system was also its ultimate creditor. When the war ended, 
the position had been reversed. For, during the course of 
the war, shipments were made to Britain from India, Burma, 
and the countries of the Middle East without a correspond- 
ing flow of export from Britain to these countries; the 
local currencies needed by Britain for the payment of 
troops, and the building of harbours, aerodromes, and bar- 
racks were obtained against payment in sterling in London; 
and hard currencies and dollars earned by members of the 
area were remitted to London and held in the Sterling 
Area Dollar Pool. There could obviously be no question 
of returning to free convertibility, and some immobilization 
of access to the central reserves as well as of bidding for 
sterling goods through the use of accumulated balances was 
necessary. Annual conferences of finance ministers became 
a necessity; and these conferences, as was announced after 
the last conference at Sydney, will now become half-yearly 
ones. 


The Sterling Area is, therefore, in many ways the 
monetary counterpart of the Commonwealth, and has grown 
up in the last 100 years from Britain’s position as the bank 
of the world. Like the political commonwealth, it is a 
voluntary association of members belonging to it. It is a 
unique organization, and as such, is often misunderstood. 


ECONOMIC REPORTS FROM THE 


UNITED 


STATES 


By E. KANN (Los Angeles) 


(Special to Far Eastern Economic Review) 


TAXES 


March 15 has for the past years been the deadline for 
making tax declarations as far as income levies and cor- 
ration taxes are concerned. Beginning with 1955, April 
15 is to be replacing the month earlier date. The U.S. tax 
collector had a 70 billion annual business; but from now on 
his turnover will be less. 


There are two plausible reasons for tax reductions: the 
first one is connected with the Korean campaign which cost 
a huge sum of money. Special taxes were introduced for 
this particular purpose. But, now that there is no more 
active fighting contemplated in the land of the morning 
calm, there is every reason to begin with commensurate tax 
reductions. The second strong cause for lower tax tariffs 
is to be seen in the November elections of 1954, when the 
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entire House of Representatives, as well as one-third of the 
Senate, will be selected by popular vote. It is obvious that 
the party in power will strive to show to the public that 
it is bent upon taking away part of the heavy burden which 
the patient public has been bearing. 


Not all taxation is going to be eased. For instance, 
the corporation income tax which, on account of the Korean 
imbroglio, had been raised from 47 to 52%, was to be en- 
forced according to law until April 1, 1954. However, upon 
the insistence of the Republican Administration, it is to be 
extended for another year. The Excess Profit Tax (also a 
Korean baby) has been abandoned as of January, 1954. 


Congress members belonging to the Democratic Party 
proposed further tax declines, but were voted down by 210 
to their 204 votes upon a roll call. Needless to say, the 
Democrats in their coming autumn campaign are going to 
make capital out of their good intentions for the weal of 
the people, intentions which have been frustrated by the 
opposity in Republican party. The decision to cut down 
taxation this year by an estimated $1,397,000,000 was ar- 
rived at on March 18. The action was a distinct victory 
for President Eisenhower, who had appealed on radio and 
television for adopting the Tax Bill as proposed by his Ad- 
ministration. The latter had demanded an _ income tax 
exemption of $600 for each taxpayer and dependent, while 
the Democrats were holding out for a cut of $700; in this 
endeavor they lost by 6 votes. 


Democrats styled the Administration’s tax program “a 
give-away” to the rich and maintaining that its provisions 
as a whole would provide up to an estimated $3,750,000,000 
in advantages to corporations and wealthy individuals in 
years to come. 


In the first place this assertion is munition for the 
coming November elections. It is not necessarily correct, 
at least not in its entirety. Before dealing with the itemized 
provisions of the new tax cuts, let us examine the actual 
position. The new Tax provisions are meant to be of as- 
sistance to all American citizens. An old argument, and 
a rather valid one, was that it is unjust to tax dividends 
from corporations net revenue twice: Once the concern is 
taxed on net profits to the extent of 52%; then the dividends 
to shareholders of the identical concern are taxed again 
on the basis of total net income. This argument is sound 
and difficult to contradict. 


But, so it is maintained, a modest reduction in the 
unfair double tax on corporate earnings will assist more 
people of moderate means than the wealthy class. Under 
the new relief provision taxpayers will be allowed to deduct 
from taxable income’ $50 of. dividends collected in 1954; 
and thereafter $100 of similar income. In addition, tax- 
payers would obtain a 5% tax credit on dividends included 
in taxable income for 1954, and a 10% credit thereafter. 


Figures emanating from the Treasury Department for 
1950 show that there were in the group reporting less than 
$5,000 annual income, 1,890,000 persons who obtained in- 
come from dividends, and that this number was 51.5% of 
all people reporting dividend revenues. Persons with an 
income of less than $5,000 a year are certainly not to be de- 
scribed as wealthy, says the Los Angeles Times. This Tax 
Relief which the Bill offers to stockholders is only one of 
many relief measures, and most of them will apply to per- 
sons of modest means. 


No less than seven important changes will give direct 
benefits to individuals. There is, for example, a deduction 
up to $600 for the expenses of child care on the part of 
working widows or widowers. The allowance for medical 
expenses has been raised. Up to $1,200 of retirement in- 
come from rents, annuities, or dividends is to be exempted 
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from tax. Farmers will be permitted to deduct as cun 
expenses (rather than as capital investment) cost of soil 
and water conservation. 


In considering the tax build-up one must consider that 
the stockholder takes a risk; and one which is much greater 
than the risk of the bondholder. The latter is being taxed 
only once on the income from his interest coupon; a share- 
holder, however, is being taxed twice, as already pointed 
out. 


The estimated $1,397,000,000 revenue loss in fiscal 1955 
is composed of $778,000,000 in tax savings by individuals, 
and $619,000,000 by corporations. This revenue loss _ is 
offset to the extent of $1,200,000 in additional revenue 
during 1955 through the continuation for one year of the 
52% corporation tax. 


DETAILS ON THE TAX SET-UP 


The following is a resume regarding the tax structure, 
as it presents itself after legislation of March 18, 1954: 


Corporation Income Tax: remains unchanged after an 
extension for one year. The basic rate remains at 52%. 


Dividends from Corporation Shares: Double taxation is 
eased, though not removed, by the elimination of income 
taxes on the initial $50 on the 1954 dividend receipts; and 
the first $100 from 1955 onward. 


Widows: The new legislation permits deduction of 
$600 per annum for child care of working widows, widowers 
or legally separated persons. 


Medical Expenditure: Now it is permitted to dedu~* 
medical and dental expenses above 3% of gross incor 
Hitherto deductions were allowed only if exceeding 5% or 
income. Maximum deductions now are increased from 
$1,250 to $2,500 for single persons and $5,000 to $10,000 for 
married couples with two or more children. 


Depreciation: on business property can now be written 
off for tax purposes at an accelerated rate. 


Farmers: “could deduct 20% of their expenses for soil 
conservation. 


Children Earning over $600: could still be claimed as 
dependents, provided they are under 18, or absent from 
their homes at school; and provided that parents will con- 
tribute more than one-half of their support. Under pre- 
vailing tax laws children earning more than $600 could 
not be claimed as dependents for tax deduction purposes. 


Income Tax Estimates: Some 1 million’ taxpayers 
would be exempt from filing estimates on their future tax 
payments. Single persons with incomes under $5,000, and 
married couples with a combined income of less than $10,000, 
would not have to file estimates, provided their income is 
subject to withholding. 


Excise Taxes: The House of Representatives has pass- 
ed an important change regarding excise taxes; and_ the 
Senate is expected to approve of the provisions proposed, 
namely: Reductions (to be effective as of April 1) would 
be as follows: from 25% to 10% on long distance telephone 
and telegraph and leased wire charges; from 20% to 10% 
re-admission tickets, as well as cabaret bills and dues and 
initiation fees; also on jewellery, baggage, furs, electric 
bulbs, cosmetics, safe deposit boxes and photographic equip- 
ment and films. Reductions from current 15% to 10% are 
involved in local phone calls, transportation, sporting goods, 
mechanical pencils and lighters. 
arms and ammunition. 


On the other hand, levies on the following categories 
will be continued at current levels for another year, so: 
autos (10%), trucks and buses (8%); auto parts (8%); 


From 11% to 10% on fire. 
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olene and diesel fuel (2 cents per gallon); cigarettes 
($4 per thousand), malt liquors ($9 bbl), distilled spirits and 
imported perfumes ($10% per gallon) and wines, rates for 
which vary by types. While President Eisenhower does not 
like to face such radical reductions, it is not likely that he 
will veto the changes. 

The foregoing particulars are the more important ones. 
There are many more changes, but it would lead too far 
to itemize these here. The tax cuts outlined will probably 
result in a further deficit in fiscal 1954-55 than the Pre- 
sident’s budget message envisaged. If so, Congress will 
be forced to cause an increase in the current statutory $275 
billion national debt limit. 


ITEMS OF GENERAL INTEREST 


It is encouraging to see that General Motors’ sales in 
1953 hit an all-time high, for its sales volume reached more 
than $10 billion last year; of this sum $2 billion was from 
sales for defense purposes, while $8 billion came from civi- 
lian sales. G.M.’s net income for 1953 amounted to $598,- 
000,000, or 6% on net sales; per share earnings were $6.71, 
compared with $6.25 per share in 1952. 

Other independent auto manufacturers, however, did 
not do so well in 1953. Studebaker’s consolidated income 
for last year was $2,688,000 ($1.13 a share), versus $14,- 
292.000 in 1952 ($6.05 a share). The management explain- 
ed that amortization and depreciation in the course of 1953 
was $10 million larger than in the preceding term. 


Another motor car concern, Hudson, wound up 1953 

with a loss of $10 million, compared with a profit of $8 

lion for 1952. Hudson Co. is about to be merged with 

While industrial activity in some lines is receding, 
building trade continues to boom. In February total outlays 
for public and residential buildings was about 1%% above 
1953. 

Business inventories have been on the decline every 
month since September of last year. While steel corpora- 
tions have slowed down their output to 68% of capacity, 
steel inventories are being reduced at a faster pace than 
new steel production is entering the scenes. 


Old China Hands: Mr. and Mrs. Arthur de C. Sowerby, 
wellknown all over the Far East, are residing since 1949 
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in Washington, D.C. (address Fairfex Hotel, 2100 Massachus- 
setts Ave). Mr. Ernest Nash, formerly Assistant Secretary 
of the Shanghai Municipal Council, works for the State of 
California and is probably domiciled in Sacramento. The 
wife of Mr. H. O. White died about three months ago in 
San Francisco. In the same city the demise of Mr. Joe 
Holzer (formerly with §.E. Levy & Co.) occurred from 
cancer. Mr. A.E. Allen (not certain about initials) is domi- 
ciled not far from San Francisco, where he maintains a 
sheep farm; in Shanghai he was a successful exchange broker. 
Mr. Karl Neprud is Collector of Customs for the U.S.A. Gov- 
ernment, stationed in the Virgin Islands. 


Oil Companies continue to grow and to yield excellent 
results. So, for instance, announces the Texas Oil Co. that 
its net income for 1953 was the highest in its history. 
Earnings amounted to $192,600,000, or $7.01 a share, against 
$181,242,000, or $6.59 a share in 1952. Production of crude 
oil aggregated 433,000 barrels per diem in 1953. 


Rail Companies earnings are seriously lagging. January 
net income of Class I lines totalled $18 million against $57 
million in the like 1953 period. Of course, one specific month 
might not be a fair measure of comparison. But car load- 
ings certainly are behind what they were a year ago. 


Other symptoms of lagging turnovers emanate from 
mail order houses, whose sales for the first two months of 
this year were about 12% lower than in the corresponding 
period of 1952. However department stores’ retail sales 
are keeping up. 


Industrial raw materials divulge price rises. By March 10 
wool had risen 5.5 cents a pound; tin advanced 3 cents; 
lead scrap was up 1 cent, while lead and zine rose % cent 
a pound. 


While both new and also used motor cars are meeting 
with better demand, the general situation for hard goods 
still is unsatisfactory. Manufacturers find their stocks are 
higher than what they were a year ago, while sales are 
below the niveau of last term. 


Actually new orders for hard goods placed with manu- 
facturers have receded heavily. In January’ these were 
about 23% below the 1953 level. New orders for metals 
were 50% below the corresponding month last year. Orders 
for machinery came in at a rate one-third lower’ than 
January of 1953, while transportation equipment declined 
to the extent of two fifths. 


THE CEMENT INDUSTRY OF INDIA 


By B. D. Somani 


The history of the cement industry in India is of re- 
cent origin. In the year 1904 a small factory was esta- 
blished in Madras; but it was not until 1912 that another 
small factory was built at Porbandar. This is still running. 
By 1914, three more cement companies were registered, but 
it was only after the end of World War I that the real deve- 
lopment of the cement industry started. By 1924 there 
were about 10 cement factories with an output of about 
~ lakh tons, and it was during that period that “cut-throat” 

npetition started among various companies and led to the 
closure of some of them. However, as a result of the Tariff 
Board’s recommendation, protection was granted to the 
cement industry in 1925. 


The Tariff Board also emphasised the necessity of closer 
co-operation among various cement companies. Accordingly 
what was known as the Cement Manufacturers’ Association 
was formed in 1927. By 1930 the Cement Marketing Com- 
pany was also formed to take over distribution and sale 
of cement produced by various manufacturing companies. 


It must be recognised that it was primarily due to 
the great efforts of Shri F. E. Dinshaw—a far-sighted and 
astute businessman—that the amalgamation of practically 
all cement companies with the exception of one or two 
was effected. The year 1936 saw a turning point and an 
unique event in the history of industrial development which 
has no parallel in any other industry, when, what is popu- 
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larly known as “A.C.C.”’ was formed with “Cement Agencies 
Limited” as managing agents. This amalgamation of 
various cement factories put them in a very advantageous 
position above others to organise under one common manage- 
ment and to market their production through a single agency 
thereby resulting in substantial economy in the working 
and distribution costs.. 


The Dalmia Group of companies came into existence 
from 1938 and for about two years there was keen com- 
petition between the two big groups which ended only in 
1940 after the Second World War had started, when they 
agreed to market their products through the Cement Mar- 
keting Company of India, Ltd. 


Although the cement industry did not originally deve- 
lop according to a definite plan, the industry has been con- 
tinuously extending its productive capacity and the output 
has been steadily increasing every year with the exception 
of one or two years in the early stages when the industry 
met with the above-mentioned set-backs. During the Second 
World War, the cement industry was mostly cortrolled by 
these two big groups. Of course, there were a few other 
factories remaining outside, but their production was com- 
paratively insignificant. Immediately after World War 
II, the Planning Department of the Government of India 
prepared a plan for the expansion of the cement industry 
in order to meet the increasing consumption in the country 
and invited applications, preferably from persons outside 
the big groups, to avoid monopolistic conditions in the in- 
dustry. Out of the total expansion schemes of 35.5 lakh 
tons sanctioned by the Government, only 20 new completely 
equipped kilns ranging from 150 to 500 tons per day capa- 
city have been installed, including those of the two big 
groups. 


With the partition of India five factories went to 
Pakistan leaving only 18 factories with 21.15 lakh tons as 
installed capacity. Here it will be interesting to note that 
out of the total number of new schemes sanctioned for 
17.2 lakh tons to the new-comers, only three materialised 
having a capacity of 2.5 lakh tons and probably two more 
are now in the course of development. However, taking into 
consideration the entire expansion scheme, including those 
still in the development stage, it is expected that by the 
end of 1953 we will have an installed capacity of about 
44 lakh tons per annum and the actual output is expected 
to be in the neighbourhood of 40 lakh tons. 


According to the targets laid down by the Planning 
Commission, the eapacity of the cement industry at the 
end of the Five-Year Plan is expected to reach about 50 
lakh tons with an actual output of about 45% lakhs re- 
quiring a capital investment of about Rs. 15.4 crores. 


The figures given below show the actual production in 
the industry during the last few years: 


Percentage of 
Year Production in tons installed capacity 


Note.—The drop in production in the years 1947 and 1948 was mainly 
due to the fact that 5 of the cement works were in Pakistan and 
further due to the political disturbances. 


However, on a comparison of the per capita consump- 
tion of cement in various countries, it will be observed that 
we are still far behind other industrially advanced coun- 
tries: 
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Cement 
Population Production per capita 
Country in lakhs in lakh tons in Ib. 
3,560 32 20 
1,410 351 280 
660 55 350 
480 87 260 
83 33 500 


A? present the industry has a widely dispersed network 


of factories located in different parts of the country with 


a sizeable surplus for the export market. 


PORTLAND CEMENT 


Cement, more particularly known as Portland cement, 
is a fine greyish powder, so named by an Englishman, Joseph 
Aspdin, the original inventor, who found the colour of the 
product resembling the famous building stone quarried at 
Portland. As a matter of fact, in India all sorts of cal- 
careous materials are being used such as limestone, sea- 
shells, calcareous sea-sand, marl, added with argillaceous 
materials like clay, shales, a small percentage of silica sand, 
laterite and bauxite according to the necessity of chemical 
compositions. 


Coal is the main fuel used in the cement industry. 
Some factories situated near ports once used fuel oil, but 
as the prices of oil went beyond economic reach, they 
switched over from fuel oil to coal. A small percentage 
(3 to 5 per cent) of gypsum is also added in the manufac- 
ture of cement. For making 1 ton of cement nearly 1.65 
tons of raw materials are needed. | 


Cement factories in India are all built on modern lines 
like those in Europe and U.S.A. and the manufacturing p 
cess is mechanised to the same extent as any other factory 
elsewhere in advanced countries. The only departments 
where the mechanisation is usually not so extensive is quarry- 
ing and packing. 

Cement is manufactured either on wet or dry process. 
In India most of the plants are on wet process. The 
cement industry has been defined as a combination of chemi- 
cal and mechanical engineering industries where the raw 
materials like limestone or sea-sand mixed with clay are 
carefully ground in a pre-determined proportion and, after 
fine pulverising, treated under a very high temperature 
(1,200-1,500° F.) in rotary kilns. The resultant product is 
known as “Clinker’’. Throughout its manufacturing process 
right from the start to the finished product, the raw ma- 
terials undergo a complete chemical change duly controlled 
by the chemist within allowable limits of chemical com- 
position. Primarily the main operation in the process of 
manufacturing is crushing, grinding, burning and grinding 
again into a very fine powder called “Cement’’. 


MACHINERY 


The main machinery used is crushers, raw mill, rotary 
kiln, cement mill and packing plant, all of very heavy type 
and sturdy construction, manufactured to treat rough ma- 
terials in huge quantities running into several hundred tons 
per day. 

Generally the quality of cement produced in India is 
very favourably compared with the imported variety. The 
efficiency of the plant and machinery in general is also 
fairly good, reaching at times 90 to 95 per cent in some 
cases. 


We consume mostly what is known as ordinary Po 
land cement. Apart from ordinary Portland cement, o. 
or two special cements like rapid hardening cement and low 
heat cement are manufactured or used in this country, but 
not to any great extent, and the consumption of other 
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‘ieties like sulphate resisting cement, white and coloured 
cements and blast furnace cement is insignificant. 


The total number of hands employed in the industry 
has been estimated in the neighbourhood of 35,000 to 
40,000 workers, including the contractors’ labour employed 
in quarries and in packing. 

In the majority of cement works in India the quarry- 
ing of limestone and clay is still to a large extent depen- 
dent upon manual labour and only a few works have mecha- 
nised their quarries. Several thousands of labourers work 
in quarries today, but with the rising cost of labour, the 


industry will gradually have to mechanise the working of 
quarries. 


In the packing plants most of the cement works employ 
manual labour to an extent which would be unheard of 
in Europe and the U.S.A. One of the main reasons why 
modern packing methods have not yet been developed in 
this country is that the jute bags are still the most im- 
portant packing materials available in the country and 
comparatively cheaper in the long run because of repeated 
use. The jute bags and especially the open-mouth bags are 
not so well suited for automatic packing as the paper valve 
bags which are almost exclusively used in other countries. 


LABOUR 


It may be of great interest to compare the labour 
employed in Indian cement works with similar works in 
Europe. It can be mentioned that in a single unit plant 
of 300 tons daily capacity in U.K. the total staff employed 
was 88 including 5 people employed in the quarry and 5 

the packing plant. In a similar plant built at the same 
.me in India more than 1,000 people were employed in- 
cluding approximately 500 in the quarry and 100 in the 
packing plant. 


It may also be of interest to compare the figures of 
man-hours per ton of cement processed in the various de- 
partments. Comparing an American plant having 2 kilns 
with a daily output of approximately 700 tons with an 
Indian cement works of similar description, the total figure 
for the American cement works was approximately 1.4 man- 
hours per ton of cement excluding quarrying but including 
operation, maintenance, office and laboratory, whereas the 
same figure for the Indian Works was 5.4. 


To analyse further some of the various departments 
the figures are as follows: 


Departments American Indian 


Of course the wages of labour employed in India are 
comparatively much less than those of the U.S.A. and the 
above difference in man-hours does not therefore necessarily 
mean a correspondingly higher cost per ton of cement. 


CAPITAL 


It is unfortunate that with the ever-increasing burden’ 


of wages and other amenities, the industry is not getting 

the relative increase either in output or efficiency of the 

workers. Labour must try to improve its working efficiency 

in order to earn higher wages and increased amenities if 

-the industry is to bear the increased burden and stand in 
mpetition with other countries. 


The capital outlay required today in putting up a new 
cement plant is nearly Rs. 100 to Rs. 125 per ton of in- 
stalled capacity. The capital employed today in the cement 
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industry is in the neighbourhood of Rs. 30 crores, but unlike 
the other industries like steel, textiles, jute, sugar or paper, 
the return on the investment in the cement industry on 
the whole has been rather low; on an average the return 
on the investment has not even exceeded 6 per cent. 


Before the formation of the manufacturers’ associa- 
tion there was no organised sale or distribution of cement 
and thus the prices varied from factory to factory and from 
place to place. Actually from 1930 to 1940 the prices have 
varied from Rs. 26 to Rs. 51. Soon after the agreement 
between the two big groups, control on cement prices was 
introduced in 1942 and thereafter the prices fixed by the 
Government of India in consultation with the big groups. 
The Government paid during the last war an ex-works price 
varying between Rs. 40 and Rs. 48, including packing, de- 
pending on the cost of production of each unit. For civilian 
consumption the cement available was negligible and prices 
were fixed between Rs. 65 and 70 per ton f.o.r. destination 
which increased to Rs. 87-8-0 in 1948. 


COMMON ORGANISATION 


On the initiative of the Government of India the forma- 
tion of a Common Marketing Organisation was at one time 
under serious consideration by the industry and various 
tentative proposals and formulas were discussed and a 
scheme was finally formulated and agreed upon. Efforts 
were also made by the Ministry of Commerce and Industry 
of the Government of India to see if a Common Marketing 
Organisation for the distribution of cement throughout the 
country on a uniform price basis could be formed. But for 
some reasons or other the scheme did not materialise. 


At present the actual manufacturing cost of cement, 
excluding packing, varies from Rs. 45 to Rs. 55 per ton 
according to the location of the plant and the distance from 
the coalfields. The cost of coal has been a very important 
factor and varies from factory to factory ranging from 
Rs. 18 to Rs. 66 per ton depending on the distance and 
the means of conveyance. This has been one of the main 
reasons for great dissatisfaction among the various cement 
manufacturers whose locations have not been so favourable 
but mostly because a uniform price has been fixed by the 
Government whereas it is not in the hands of the manufac- 
turers to reduce their cost of production which is very 
high on account of factors beyond their control. These 
are the high cost of coal delivered to their factories; the 
high capital outlay prevailing in the post-war period; and 
the recent abnormal increase in railway freight. 


The cost of packing material in India, viz., jute bags, 
is widely fluctuating from time to time between Rs. 10 
and Rs. 26 per ton of cement. 


With the increase in cement production, there has been 
a continuous fall of import in recent years. The import of 
cement is now practically negligible whereas the export trade 
is still to be developed. Export of cement is very much 
restricted under the present conditions because of the coun- 
try’s demand. Recently the Government allowed about 
24,000 tons in 1950 and 30,000 tons in 1951. Now with the 
increase in production it is essential that serious efforts 
should be made in the direction of developing our export 
trade particularly to cater to the markets in the Middle 
East, Fast Africa and other neighbouring countries. 


The railway freight constitutes a major factor in the 
cost of manufacture and distribution of cement and, al- 
though the Railways are public utility concerns, they have 
during the last four or five years increased freight charges 
at anything between 200 and 400 per cent, thus increasing 
the manufacturing cost considerably. Apart from the un- 
justifiable increase in the basic rates, there have been re- 
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cently new impositions of heavy charges in the form of 
terminals and short distance charges. Our Indian Railways, 
constituting as they do the largest National Undertaking 
and forming the backbone of India’s entire transport sys- 
tem, must look to the reasonable difficulties of the industry. 


The importance of railway transport on the total cost 
of cement can be properly judged from the fact that nearly 
25 to 30 per cent of the total cement price is the cost of 
railway transport only. 


PROJECTS 


The cost of cement is not an insignificant factor parti- 
cularly in regard to river valley projects, irrigation schemes, 
concrete roads and the construction of a large number of 
houses for the rehabilitation of refugees and industrial 
workers as envisaged under the Five-Year Plan. Therefore, 
this question must receive the serious consideration of all 
those concerned to see how the overall cost of production 
in the cement industry can be brought down so that ultimate- 
ly cement may be available as cheap as possible for the 
completion of our big projects. 


After achieving self-sufficiency in the country it is 
essential that serious efforts should be made in the direction 
of developing our export trade particularly to cater to the 
markets in the Middle East, East Africa and other neigh- 
bouring countries in Asia. 


FAR EASTERN 


ECONOMIC REVIEW 


The Planning Commission has earmarked a substant. 
amount of nearly Rs. 1,000 crores for the development of 
national projects (river valley and irrigation schemes) and 
cement has an important role to play. 

The immense advantages cement enjoys over other 
forms of building materials are all well-known. It has out- 
standing characteristics such as_ strength, permanence, 
beauty, safety against fire, durability and easy adaptability 
in designs of complicated nature and, above all, great load- 
bearing capacity, particularly in the form of massive struc- 
tures, to stand all weather conditions. 


CONSUMPTION 


Up till now the consumption of cement has been 
mostly centred round industrial cities like Bombay, Calcutta, 
Madras, Kanpur and Ahmedabad, while in the villages they 
still continue to use limestone and other cheap local ma- 
terial in the construction of small kitcha houses. It is here 
we have to explore and popularise the use of cement by 
contacting people and acquainting them with its full utility 
in the various spheres of our housing programme, particular- 
ly in the rehabilitation of a large number of refugees and 
industrial workers. 

Cement is used in the manufacture of various other 
products like asbestos cement sheets and pressure pipes, 
hume pipes, flooring tiles, hollow blocks and various other 
forms of lightweight ready-made blocks and houses. It has 
also many other uses in domestic and public life. 


JAPAN’S ECONOMIC SITUATION DURING 1953 


Substantial self-support of the Japanese economy had 
been expected to be realized in 1953. Generally speaking, 
considering. the stagnant development of the free world 
economy, industrial activities developed favourably and do- 
mestic consumption registered a considerable increase. An 
equilibrium, more apparent than real, of the national eco- 
nomy on an enlarged scale has been realized mainly through 
an increase in imports, whilst the export trade remained 
almost unchanged compared with 1952, bringing about a 
deficit in the international balance of payments and a con- 
sequent decline in foreign currency holdings. In short, re- 
production in the Japanese economy has been achieved at the 
sacrifice of the international balance of payments. Such 
being the case, the unstable nature of the Japanese economy 
which depends largely on temporary special procurements 
has become evident. 

It is generally expected that the year 1954 will bring 
about deflationary tendencies in the Japanese economy. 
This opinion is based on anticipation of retrenchment 
policies which have already partially materialized in the 
tightening of the money market, and which will become 
more and more necessary from both the international and 
internal viewpoints, in order to prevent the international 
balance of payments from worsening and to check the 
expansion of public finance. In other words, economic 
policies already outlined by the recommendations of Mr. 
Dodge and which had been postponed by the Korean war 
boom must again be adopted on an even larger scale. 


DCMESTIC CONSUMPTION AND CAPITAL 
INVESTMENTS 


Purchasing power continued favourable though a 
levelling-off was anticipated at the beginning of the year. 


The index of consumption in urban areas (Economic Counsel 
Board, 1934—-36=100) which averaged 84.1 in the first half 
of the year was at the level of 90 in the latter half, the 
average for the July-November period being 94.0; the average 
index for the first half showed an advance of 16.9% compared 
with the same period of the previous year, and that for the 
July-November period an advance of 17.2%, exceeding that 
of 16.4% in 1952 when a consumption boom was reported. 
The real wage index of the Labour Ministry averaged 102.1 
for the January-October period despite a gradual advance 
in consumer prices, and the average for the whole year, 
taking a seasonal advance in December into consideration, 
is estimated to have approached 102.3, the average for 1952. 
As regards workers household economy, food expenses per 
household showed in general an increase of about Y1,000, 
and, especially after July, a considerable increase in the 
absolute amount was witnessed (Y9,775 in July and Y10,283 
in October) following the unfavourable food situation, but 
Engel’s co-efficient declined to 49.2 on the average for the 
January-October period as against 52.1 for the same period 
of the previous year. The increase in household expendi- 
tures was thus mostly for clothing, housing, lighting and 
fuel, indicating an improvement of the living standard (based 
on reports on the household economy prepared by _ the 
Bureau of Statistics, Prime Minister’s Office). Sales of 
department stores, an indicator of the consumption demand, 
averaged Y12,540 million for the period from January to 
October, an increase of about 30% compared with the figure 
of Y9,660 million for the same period of the previous yer 


This higher consumption level can be said to have been 
realized through an increase in the production of consumer 
goods which corresponded to an increase of the purchasing 
power. The production of non-durable goods during the 


~ 
vi 
t 
le 
w 
4 
m 
e 
t 
is 
le 
e 
j 
O 
e 
f 
p 
t 


tant. 
ent of 
3) and 


other 
is out- 
inence, 
ability 
t load- 
struc- 


been 
‘leutta, 
s they 
ma- 
s here 
nt by 
utility 
icular- 
and 


other 
pipes, 
other 
It has 


ounsel 
t half 
f, the 
yerage 
ipared 
or the 
that 
orted. 
102.1 
vance 
year, 
‘ation, 
1952. 
per 
1,000, 
n the 
0,283 
1, but 
the 
»eriod 
pendi- 
r and 
based 
the 
es of 
mand, 
ry to 
figure 
yer 


been 
sumer 
lasing 
y the 


April 8, 1954 


riod from January to November showed an advance of 
2.1% compared with the corresponding period of the pre- 
vious year, as against a 6.4% increase in 1952 (based on 
the index compiled by the Economie Counsel Board). Need- 
less to say, this advance in the supply of consumer goods 
was brought about through an increase in imports of raw 
materials by foreign currencies obtained from special pro- 
curements in a broad sense and from exports. As imported 
materials were thus largely consumed in the domestic mar- 
ket, their effect on the Japanese economy particularly on 
exports were greatly reduced. 


Although the consumption level has shown a marked 
recovery compared with the hard times immediately after 
the termination of the war, the present standard of living 
is actually far below the pre-war level when the accumu- 
lated assets of the past, which have now largely disappeared, 
are taken into consideration. Thus, severe difficulties of the 
post-war inflation have not yet been fully overcome. The 
elevation of consumption level is merely a reflection of the 
Korean war boom, the later ramifications of which have 
just reached the income of the working classes. The effects 
of this advance in wages on industrial activities cannot be 
overlooked. This is clearly indicated by the fact that the 
expected natural increase in the withholding income tax 
for the fiscal year 1953 amounting to Y30.4 billion (cor- 
poration tax Y8 billion) accounts for a greater part of the 
total natural increase of taxes of Y43.4 billion. 


Although living conditions have gradually approached 
the pre-war level (the consumption level in urban areas in 
November 1953 was 95.7), the present situation differs 
from pre-war days when one considers the loss of household 

xods and other accumulations through the war. There 
aturally exist many households where living conditions are 
below the average level, and the survey reveals a gradual 
increase of those classes registering a deficit (workers’ 
household economy registered a deficit of Y116 per house- 
hold in October and Y206 in November, based on the survey 
of the Bureau of Statistics). There still remains scope for 
an advance in living standards, but wages which are the 
main means for workers cannot be raised keeping pace with 
an advance of living costs. This is particularly true now 
when the Korean war boom has run its course and the world 
economy has entered a readjustment period. There is also 
the necessity of stabilizing the currency value in connection 
with the strengthening of national defence, and for reducing 
costs to stimulate the export trade. Thus, there is a limit 
to the advancing trend of consumption which is already 
regarded as excessive. 

Equipment investments increased the domestic demand 
in 1953 and contributed to the maintenance of economic 
activities. The supply of funds for industrial equipment 
(excluding internal funds such as retained profits, etc.) 
during the first ten months of 1953 totalled Y300.8 billion, 
showing an increase of 25.3% compared with the same 
period of the previous year. Further, investments in equip- 
ment with government funds through various government 
financial agencies increased to Y79.9 billion during’ the 
January-October period of 1953 as against Y71.6 billion in 
the same period of the previous year. In these circum- 
stances, a reduction of government investments may mate- 
rialize in the next budget. 

The problem of excessive investments considering the 
difficulty in expanding markets and the locking-up of capital 
has become a subject of discussion lately. Loans by finan- 


_ cial institutions including government institutions account 


‘or two-thirds of the total supply of Y300.8 billion or 
¥190.8 billion. The large dependency on external sources 
and consequent interest burden diminishes the cost reduc- 
tion achieved through rationalization. Moreover, from social 
viewpoint, a large dependency on loans from financial in- 
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stitutions will expand credit by the Bank of Japan, which 
will prevent a stabilization of prices. 


According to the original program of the budget for 
the fiscal year 1954 compiled by the Ministry of Finance, 
government investments amount to Y280.5 billion, almost 
same figure as in the fiscal year 1952 (Y287.9 billion), 
showing a considerable decline compared with the total of 
Y338.9 billion for the fiscal year 1953. This reduction may 
be atttibuted to an intention to restrict non-urgent invest- 
ments. 


FACTORS CONTRIBUTING TO THE PRCMOTION 
OF BUSINESS ACTIVITIES 


Mineral and manufacturing production in 1953 main- 
tained a high level contrary to anticipations at the beginning 
of the year. The index of production for the mining and 
manufacturing industries prepared by the Economic Counsel 
Board averaged 147.1 for the January-November period, an 
advance of 18.5% compared with the figure of 124.1 for 
the corresponding period of the previous year. Production 
of both non-durable and durable goods registered an advance, 
the index in November 1953 being larger by 21.1% for the 
former and 21.6% for the latter compared with the same 
month of 1952. These facts indicate that consumer demand 
and investments in ‘industrial equipment constituted the 
main factors stimulating industrial production. In addi- 
tion, the following factors may be pointed out. 

(a) Exports in 1953 totalled Y458.5 billion, based 
on statistics compiled by the Ministry of Finance, almost the 
same as the total of Y458.2 billion for 1952. However, as 
the price index of export goods prepared by the Bank of 
Japan declined to 127.7 on the average for the January- 
November period of 1953 as against 134.9 in 1952, the 
export volume in 1953 was larger by about 10% than in 
the previous year. 

(b) The increase in imports of raw materials, though 
adversely affecting the international balance of payments, 
greatly stimulated production. Imports of textile raw mate- 
rials during the whole year of 1953 amounted to Y245,752 
million, about 10% over the total of Y220,170 million for 
the whole year of 1952. Imports of mineral ores were 
Y62,398 million as against Y52,318 million for the whole 
year of 1952, those of mineral fuel Y103,968 million as 
against Y84,304 million and those of machinery Y57,860 
million as against Y32,570 million, thus exceeding to a con- 
siderable extent the total for the whole year of 1952. In 
view of the difference between domestic and overseas prices, 
an even greater increase in quantity can be said to have 
occurred in the import of these commodities. 

(c) Concentration of enterprises and cartel movement 
through a revision of Anti-Monopoly Law and price stabiliza- 
tion measures through control of production have contributed 
to maintain a high level of production. 

(d) According to the Ministry of International Trade 
and Industry inventories in the manufacturing industry 
remained at about 122 during the latter part of 1953 with 
117 as a bottom during April-May, a decline compared with 
the index of 133, the average for 1952. Indications of an 
increase of stocks have recently been shown in several in- 
dustries such as machinery, petroleum, coal products, paper 
and rubber goods, but this tendency has not yet been marked 
enough to affect production. 


CREDIT INFLATION AND ADVERSE BALANCE OF 
INTERNATIONAL PAYMENTS 
As already stated, the expansion of industrial produc- 


tion, the increase in investments and active consumption 
have been achieved at the sacrifice of the international 
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balance of payments. The unstable nature of the recent 
expansion of production is therefore evident. 


The creation of credit as a means to maintain economic 
activities has already become a problem since the beginning 
of 1952. Advances by the Bank of Japan amounted to 
Y349.9 billion at the end of September 1953, principally 
due to relief loans on stocks, showing an increase of Y126.5 
billion during the period from January to September com- 
pared with the increase of Y72.9 billion during the corres- 
ponding period of the previous year. As in the case of 
equipment funds, the stagnant development of business 
activities has affected the distribution branches. 


Tight money policies, which were strengthened in con- 
nection with the changes in the international political and 
economic situation, have produced severe deflationary effects, 
because the basic condition of the Japanese economy has 
entered into a readjustment period after the Korean war 
boom had run its course, and business activity has only been 
sustained by government disbursements. Advances by the 
Bank of Japan showed contraction of only Y51.2 billion 
during the period from October to December compared with 
Y72.7 billion for the corresponding period of the previous 
year. Receipts and payments of government funds during 


JAPAN’S FOREIGN 


Stagnant world trade brought about a decline in 
Japanese foreign trade in 1952 for the first time after the 
war. However, the international balance of payments in 
1952 still registered excess receipts of almost the same 
amount as in 1951 and 1950. Foreign trade in 1953 showed 
continued stagnation in exports and an increase in imports, 
the trade balance which is usually adverse to Japan being 
worsened. The international balance of payments regis- 
tered excess payments for the first time after the war, though 
income from special procurements maintained almost the 
level of the previous year. 


According to customs house reports prepared by the 
Ministry of Finance, exports amounted to $604 million in 
the first half of 1953 and to $669.5 million during the July- 
December period as against $683 million in the first half of 
1952 and $590 million in the latter half of the same year. 
A comparison with the latter half of 1952, when exports 
were greatly affected by import restrictions in sterling areas, 
revealed some recovery in 1953, but not to the extent ex- 
pected, the monthly figure being only $106.1 million ($100.7 
million for the first half and $111.6 million for the last half). 
Exports during the whole year were $1,273.6 million, show- 
ing an increase of only $0.7 million compared with the total 
for the previous year. Prices of export goods declined 
despite an advancing trend in general domestic prices. ‘The 
unit price index of export goods compiled by the Economic 
Counsel Board declined by 11.6% on the average for the 
January-October period compared with the same period of 
the previous year. Consequently, the quantum index of 
exports during the January-October period (1934-36=100) 
showed an advance of 9.2% from 31.2 for the same period 
of the previous year to 34.1. The index for the whole year 
is estimated to have been about 35, an advance of 10% 
from the figure of 31.4 in the previous year. 


The scale of export trade was about’ one-third of the 


pre-war level. As the export trade of the principal foreign 
trading countries already exceeded the pre-war level in 1950, 


FAR EASTERN 


ECONOMIC REVIEW 


the third quarter of the fiscal year 1953 registered exce 
payments of Y173.2 billion, almost the same as the total 
of Y178.0 billion in the same period of the previous year 
(the note issue of the Bank of Japan increased by Y123.5 
billion during the year of 1953, the outstanding amount at 
the end of the year being Y629.8 billion). 


The international balance of payments which had main- 
tained an equilibrium through temporary receipts from 
special procurements registered excess payments of $194 
million in 1953, as against receipts of $314 million in 1952 
even though special procurements are taken into considera- 
tion. Foreign currency holdings declined by $156 million 
during the period from September 1952 to November 1953, 
principally due to a marked decline in pound sterling despite 
an increase in dollars, amounting to $1,026 million at the 
end of November. Of this total, holdings of pound sterling 
were $85.5 million, but a previous shortage was covered 
through swap transactions and purchase from the Interna- 
tional Monetary Fund, the net total amounting to $110 
million. Present conditions appear to be similar to those 
which brought about the Dodge line of economic policies. 
The Japanese economy in 1954 enters a stage where a 
fundamental readjustment of conditions brought about by 
the Korean war boom is required. 


TRADE IN-. 1968 


the Japanese export trade has lagged behind considerably. 
There was, further, a 5.3% decline in Japanese export during 
the first half of 1953 compared with the average of 1952 as 
against a 0.5% decline for other free nations during the 
same period. 


By settlement areas, the export trade in 1953 showed 
a limping development; in the first half of the year, exports 
to dollar areas continued to be favourable, and those to 
open-account areas developed favourably from the middle 
of the period, whilst those to sterling areas showed a con- 
tinued reduction; in the latter half, exports to sterling areas 
showed some recovery whilst those to dollar areas remained 
stagnant. By commodities, exports of textile goods, in parti- 


cular cotton fabrics and staple fibre goods, showed a marked 


recovery from the middle of the first half principally to 
open-account and sterling areas, and those of machinery, in 
particular ships, showed a marked increase in the first half 
principally to dollar areas; exports of metal products, in parti- 
cular iron and steel, which ranked first among leading com- 
modities in the first half of the previous year, followed by 
cotton fabrics, continued to decline due to inactivity of 
exports to dollar areas. 


The import trade showed a continued increase, based 
on statistics of customs reports prepared by the Ministry 
of Finance, from $993 million in the first half of 1952 to 
$1,035 million in the latter half, $1,161 million in the 
first half of 1953 and $1,248.1 million in the July-December 
period of 1953. The monthly average in 1953 was $200.8 
million. Imports during the whole year were $2,409.5 mil- 
lion, an 18.8% increase compared with $2,028.2 million in the 
previous year. Prices of import goods have shown a larger 


decline than export goods prices, and the import unit price 


index of the Economic Counsel Board showed a decline o 
15.1% on the average for January-October compared wit. 
the same period of the previous year. Therefore, the quan- 
tum index of imports during the January-October period 
was 72.5, an advance of 38.9% compared with the figure of 
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«+2 for the same period of the previous year. The average 
for the whole year is expected to have exceeded 70, an ad- 
vance of 40% over the previous year. 


The fact that imports reached more than 70% of the 
pre-war level indicates that imports were excessive in com- 
parison with the scale of exports; moreover, as the excess 
of imports amounting to $1,135.9 million during the year 
1953 cannot be covered by receipts in invisible trade ac- 
count, particuiarly special procurements, excess payments in 
the international balance of payments are inevitable. The 
15% increase in the Japanese import trade in the first half 
of 1953 compares with a 4% decline in imports of other 
free nations during the same period which almost corres- 
ponds to the decline in the export trade. 


By settlement areas, imports from dollar areas declined 
throughout the first half of 1953 but turned to advance in 
the latter haif; those from sterling areas continued to show 
a marked increase in the first half but some decline was 
witnessed in the latter half; those from open-account areas 
showed some decline until the middle of the first half, but, 
later, an increasing trend was witnessed following a recovery 
in exports. By commodities, textile raw materials, in parti- 
cular wool from sterling and open-account areas, showed 
an increase throughout the year, and petroleum, chemicals, 
pharmaceutical products and chemical products from dollar 
areas also showed a noticeable increase. The increase was 
most pronounced in hides and skins, soya beans, crude rubber 
and timber. The import of machinery, particularly passen- 
ger cars, from dollar areas also increased. Imports of iron 
ore and salt showed a considerable decrease in value, though 
the decline was not marked in volume. Actual imports of 

‘ce, wheat and barley did not yet show any marked change 
2spite last year’s poor rice crop. Imports of consumer 
goods are considered to have increased abnormally, but it 
is difficult to classify imports into producer and consumer 
goods or into necessities and luxuries in trade statistics. 


INTERNATIONAL BALANCE OF PAYMENTS 


Receipts and payments of foreign exchange in trade 
account registered considerable excess payments to all areas. 
Sterling and open-account balances in particular developed 
unfavourably in the first half of 1953. Excess payments 
during the January-November period of 1953 totalled $816 
million including $431 million in dollar account, $284 million 
in sterling account and $101 million in open-account balances. 
Excess payments in trade account could not be covered by 
excess receipts in invisible trade account amounting to $683 
million (receipts from special procurements were $740 mil- 
lion). As a result, the total balance including both visible 
and invisible trade registered excess payments of $134 
million during the first eleven months of 1953. As the 
balance in trade account for the whole year is estimated 
to have registered excess payments of more than $900 
million as against $430 million in the previous year, the 
total balance is estimated to have resulted in excess pay- 
ments of nearly $200 million as against excess receipts of 
$314 million in the previous year, even though receipts from 
special procurements should maintain the same level as in 
the previous year (about $820 million). 


As will be seen from the above, consumption in Japan 
must be regarded as excessive in consideration of the normal 
economic power of the country. This excessive consump- 
tion was stimulated by foreign currency receipts in con- 


~sequence of U.S. aid after the war amounting to more than 


2 billion and unexpected special procurements and increased 
orders from abroad after the outbreak of the Korean war. 
However, the international balance of payments in 1953 
has at last become adverse, indicating that domestic equili- 
brium has only been maintained at the sacrifice of the inter- 
national balance of payments. 
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Temporary receipts from special procurements which 
amounted to almost twice the figure of normal dollar account 
exports constituted the only supporting factor for the equi- 
librium in the international balance of payments in the 
past. When a Korean armistice became certain in 1953, 
the economic self-support of Japan and balanced interna- 
tional payments could only be achieved through an expan- 
sion of normal exports and a reduction of imports. Actual 
developments were, however, contrary to this expectation. 

Retrenchment in public finance adopted by many foreign 
countries has been followed by deflationary tendencies. The 
wholesale price index during the first half of 1953 was 
about 30% higher in the United Kingdom and France, about 
20% in West Germany and Netherlands, about 10% in the 
United States and Belgium compared with the average for 
the three months immediately prior to the outbreak of the 
Korean war. The index in Italy remained almost unchanged 
at the pre-Korean war level. Price indices of international 
commodities compiled by Moody, Loyter and the Bank for 
International Settlements almost reverted to the pre-Korean 
war level. In Japan the economic scale has shown a marked 
expansion in investments, production and consumption due 
not only to the effects of increased income through special 
procurements, but also to the prospective materialization of 
rearmament. Government authorities have been slow in 
curbing these activities due to a desire to maintain and pro- 
mote economic activities. Under these circumstances, prices 
are still 50% higher than before the Korean war. 

A reduction of exports and increase of imports: is 
natural when a marked difference exists between domestic 
and overseas prices. Inflation will naturally increase ex- 
ports through a decline in foreign exchange rates, and, on 
the other hand, a continued increase of imports will bring 
about deflationary effects through a contraction of currency 
circulation which corresponds to a decline in foreign cur- 
rencies, if there exist no disturbing factors. However, the 
exchange rate has been fixed, and the deflationary effects 
of imports have been offset to a great extent by import 
financing through a special foreign currency loaning system 
and preferential treatment of import settlement bills. The 
double price system adopted by manufacturers and foreign 
traders as a self-protecting measure which has become ap- 
parent in the latter half of 1953 is to cover the reduction 
of export goods prices, by higher domestic prices, and by 
the sale of goods imported at low prices at higher domestic 
prices. This measure is no more than a substantial lowering 
of the exchange rate. The net trade terms in 1953 have 
become favourable, but their advantage has gradually been 
reduced following the generalization of measures for the 
substantial reduction of the exchange rate such as a double 
price system. Factors restricting exports are, of course, 
not limited to higher domestic prices. The moderation of 
import restrictions in sterling areas has not been sufficient, 
and restrictions on cotton goods, which are able to compete 
in foreign markets, are still in force. 

Internal and external trade promotion measures aiming 
at the rationalization of industries and assistance to trade 
by the admission into the General Agreement on Tariffs and 
Trade as provisional member, extension of commerce and 
navigation treaties and trade and payment agreements, de- 
velopment of Southeast Asian countries and reopening of 
trade with Communist China, authorization of foreign trade 
cartels, reduction of export insurance premiums, reduction 
and abolition of taxes, lowering of money rates, loss com- 
pensation system for plant exports, etc., as well as the 
tightening of import finance with the object of checking 
imports have gradually been effected. However, the pro- 
blem concerns fundamental economic policies which con- 
stitute the basis of individual measures. The equilibrium 
of the international balance of payments and self-support 
of the national economy are ‘the two most important goals 
towards which national efforts must be directed. 
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ECONOMIC REPORTS 


MSA AGREEMENT: Apart from its effects upon muni- 
tions industries, it has little direct influences economically, 
but great significance in urging determination of the coun- 
try’s attitude on rearmament. Those who expected some 
sort of economic aid entwined in the new agreement have 
been disappointed. Warning was given against defence 
production’s bringing any pressure upon other industries in 
general, as it is non-productive. With reference to muni- 
tions financing in particular, banks are wary in extending 
credits on armament industries, since MSA aid is subject 
to change according to the U.S. budget situation. Now that 
the MSA Agreement has prepared the ground for a systema- 
tic defence production, there are many who insist the Govern- 
ment should make known to the people its policies and 
plans on national defence. 


10% CUT IN IMPORTS: The Government for fiscal 1954 
decided upon the policy to the effect (1) that imports in 
fiscal 1954 should be cut down, but the import plan should 
not amount to less than $2,000 million, and (2) that con- 
sequently the international payments for fiscal 1954 will 
result in some $90 million in the red. So far as the 
amount of imports for the full year is concerned, therefore, 
fiscal 1954 is expected to be about 10% smaller than 1953. 
It was also decided that imports should be cut from the 
first half of next fiscal year without waiting for the latter 
half, when deflationary effects of the Y1,000 billion budget 
would make themselves felt. The question now is how to 
bring into accord the deflationary pressure which accom- 
panies the retrenchment budget and tight-money policy with 
the expected rise in commodity prices as a result of import 
cuts, and also how to check the effects of reduced imports 
on industries. Reduction in consumer goods imports will 
affect in many ways the living of the people in general. 


MEASURES AGAINST IMPCRT FINANCING: The 
policy Board of the Bank of Japan, coping with the sharp in- 
erease in imports stimulated by speculation and consequent 
aggravation of the balance of payments position, decided on a 
series of financial measures to discourage and curb imports, 
such as abolition of special foreign exchange loans and loans 
on industrial bills, shortening of the term of loans for import 
bills and an extensive cut in items available for “stamped 
bills”. These measures are all aimed at discouraging imports 
by making it more difficult for importers. For the purpose 
of curbing imports, it is necessary to make a drastic cut 
in the foreign exchange budget which fixes the limit of 
total imports at the source of foreign currency required for 
them. 


TIGHT MONEY POLICY: The effect of tight money 
policy is gradually infiltrating into the farthest fields. Prices of 
such speculative commodities as sugar and non-ferrous metals 
turned on the downgrade, contributing to a softening of 
business sentiment in general. The commodity price level 
will come down much earlier than was expected. First-rate 
firms are suffering from failures of small and medium-sized 
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concerns. The Bank of Japan favor reorganization and 
regeneration of such trading firms through amalgamation. 


IRCN AND STEEL FIRMS READJUSTMENT: Reflect- 
ing the effect of deflationary measures as represented by the 
retrenchment budget and the tight money, iron and steel 
business is now being thrown into straitened conditions much 
earlier than expected. It will not be long before those 
commission houses, which are poor in their own accumulated 
capital and lacking in the power of obtaining substantial 
credit, are forced to undergo readjustment and reorganiza- 
tion due to more rigid attitude on the part of financial in- 
stitutions. Iron and steel commission houses in postwar 
days had neither financial resources of their own nor con- 
nections with financial institutions to be able to play the 
role of a buffer in time of change in market conditions. 
They depended on iron and steel makers for financing. The 
makers are finding it difficult to obtain their funds. They 
have reached a decision to foster the growth of strong firm” 
by resorting to readjustment and reorganization of weak 
concerns even at sacrifices on their part. With such an ena 
in view they are now studying practical measures to be 
taken for the liquidation of bad firms and merger of weaker 
companies. 


TRADE TALKS WITH BRITISH: In connection with the 
carrying out of the Anglo-Japanese Trade Agreement, the 
Government has been studying what separate negotiations 
to make with the dominions within the sterling area, and 
has decided to open preparatory talks with Australia and 
New Zealand. This will be followed by Pakistan with regard 
to the question of non-fulfilment of the current agreement 
(April, 1953 to March, 1954) and of conclusion of a new 
agreement for the period coming after April next. 


The trade with Australia for the calendar year of 1953 
stands at £62.5 million for imports and only £2.2 million 
for exports, while with New Zealand they were £3.0 million 
for imports and £0.46 million for exports. Such one-sided 
imports are attributable to the fact that, though these coun- 
tries have since the end of last year eased gradually their 
restrictions upon imports from Japan, imports from Japan 
are subjected to the highest customs duties,« because they 
treated Japan same as the United States and the dollar 
area. 


TECHNICAL COOPERATICN WITH FOREIGN FIRMS: 
There is a rush among Japanese industries, especially in 
chemical, electric, machinery, metal and spinning and weaving 
branches, for induction of technique of foreign firms, and it is 
playing an important role in the modernization of their pro- 
ductive equipment and improvement of the products. Yet, the 
fact cannot be overlooked that a fierce competition among 
many companies, often some tens of them, for a single patent 
right of a well-known foreign concern results in biddin 
up of charges for such technical cooperation and tends to 
raise the cost of production. Such tendency is expected to 
become more intensified with defence production getting 
into full swing. 
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JAPANESE 


The composite index of mining and manufacturing pro- 
duction compiled by the Ministry of International Trade and 
Industry (1950100), which showed a slight decline in 
November 1923 (fixed index 179.5), advanced to a post-war 
high record of 185.7 in December. The average for the 
whole year of 1953 was 170.7, an increase of 17.1% over 
the previous year’s average of 145.8. 


A special feature of 1953 was that production in min- 
ing advanced by only 8.1% whilst output in the manufac- 
turing industries registered a marked rise of 18.5%. The 
fact that the second half of the year showed a rise of 10.8% 
as compared with the first half of the year (manufacturing 
alone showed 14.3%) was especially worthy of note. 


Commodities which registered a post-war high in the 
second half of the year (almost all in October and Decem- 
ber) numbered approximately 30, a majority. A marked 
advance over the previous year was seen in the following 
branches (advance ratio over the previous year is shown in 
brackets): leather and leather products (36.3), rubber 
products (27.3), paper and pulp (26.4), machinery (24.3); 
and in sub-divisions, chemical fibre (35), soda (35), precision 
instruments (31), paper (29), transportation machinery 
(28), electric machines (28), petroleum products (27), iron 
and steel secondary products (24), etc. 


According to the producers stock index compiled by the 
nistry of International Trade and Industry, stocks of the 
mining industry showed a tendency toward a marked de- 
crease from June, whilst those of the manufacturing indus- 
try remained almost unchanged on the whole during the same 
period (a slight rise in November). A favourable trend was 
generally seen, but there was a pronounced increase of 
stocks in circulation as already pointed out in the January 
issue of this circular. 
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INDUSTRIAL PRODUCTION 


whilst that of basic materials such as iron and steel will 
show a decrease on account of reduced demand. It is con- 
sidered likely that the production of ammonium sulphate, 
caustic soda and carbide, which mostly depend upon the 
supply of electric power, as well as synthetic fibres, which 
depend upon domestic resources, will increase. 


The accompanying table shows estimates of demand and 
supply of principal commodities in the fiscal year 1954, as 
prepared by the Ministry of International Trade and In- 
dustry. Commodities in’ the table which are expected to 
show a production increase over 1953 are synthetic fibres 
(85%), petroleum products (30%), rayon filament yarn 
(11%), caustic soda (9%), pulp (7%) and paper (6%), whilst 
other commodities may maintain the same level or even 
show a decline (ordinary steel materials, woollen yarn, 
etc.). Commodities, the stocks of which at the end of the 
fiscal year 1954 are expected to be less than the volume at 
the end of the fiscal year 1953, are coal and petroleum pro- 
ducts, and stocks which are expected to increase are ordinary 
steel materials, cement and cotton yarn. Stocks of other 
commodities may remain unchanged. 


An examination of the above table reveals that the 
greater part of the listed commodities are based on the 
assumption that the production volume equals demand and 
volume to be carried over into the following year and does 
not change throughout the two fiscal years, demand and 
supply thus maintaining an equilibrium. Instead of resort- 
ing to the usual way of investigation into the presumed pro- 
duction in 1954 or making other presumption, the method 
of proximity can be applied. Column D shows equipment 
capacity at the end of September 1953, the middle part of 
the fiscal year 1953, which multiplied by 12 (see notes) 


Estimated Demand and Supply of Principal Products in the Fiscal year 1954 


A B B-C D E Rate of 
Unit Output Supply Demand Carry- Equipment Potential operation (%) 
over capacity output 
(per month) (per year) A/E Sept. 1953 
Coal (1,000 metric tons) 45,000 52,350 49,850 2,500 — — 
Petroleum products (1,000 kilo-litres) 7,947 11,724 11,188 538 -- — —- _- 
Pig iron (1,000 metric tons) 4,740 4,860 4,742 117 546 6,552 72.4 74.0 
Ordinary steel ingot . tw os 5,370 5,701 5,326 375 499.8 5,398 99.5 99.5 
Special steel ingot Yo 360 384 362 22 50 600 60.0 54.1 
Electrolytic copper io ates 97 99 97 2 * 9,877 118.5 81.9 88.1 
Electric wire 90 96 90 6 *10,550 131.6 68.4 75.5 
Cement csr d 9,100 9,390 9,000 390 833 9,996 91.0 92.1 
Sheet glass (1,000 cases) 5,700 _ 6,140 5,700 440 726 8,712 65.5 61.6 
Ammonium sulphate (1,000 metric tons) 2,270 2,480 2,270 210 241 2,891 78.5 79.9 
Caustic soda - 434 446 434 12 *50,931 611.2 71.0 60.2 
Cotton yarn (one million lbs.) 920 1,065 928 137 — — — — 
Rayon filament yarn 184 211 185 26 ~— — 
Synthetic fibres 33 36 33 3 
Paper Di este, 4,230 4,338 4,230 108 $29.2 3.950 107.0 91.1 
Pulp (1,000 long tons) 1,615 1,758 1,744 14 155.9 1,871 86.2 83.3 
Note: B=production+im'port+carry-over from the previous year. 

C=domestic demand+export+special procurements. 

D=actual working capacity investigated by Federation of Economic Organizations (as of end of Sept. 1953). 

E=Dx1l2. 

*=jin metric tons. 

Source: The™ Economic Counsel Board. 
According to an official estimate, production in the 
mining and manufacturing industries in the fiscal year 1953 results in column E, potential output for 1954. Next, 


will be 150 on the average, as indicated in the Economic 
Counsel Board’s index (1934-36=100), an increase of 20% 
as compared with the previous year. Production in the new 
™ cal year starting April, 1954 may remain unchanged on 

e whole or decline. A rising tendency may continue dur- 
ing the first half of the year, but in the second half, owing 
to financial retrenchment, the index may show a stagnant 
development. By commodities, the production of consumer 
goods such as textiles, paper and pulp may continue to rise, 


when the presumed output in column A is divided with above 
result, the average operation rate during 1954 will be 
obtained. Comparing this with the actual operation rate in 
September 1953, commodities will indicate very proximate 
values. In other words, if the existing equipment is sup- 
posed to continue production at the present operation rate, 
the output shown in column A will be realized. Some will, 
of course, show a rise in operation. Paper and caustic soda 
are expected to show production increases in the new fiscal 
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INDUSTRIALIZATION IN THE PHILIPPINES 


By Sergio Bayan 


During the transition period of the Philippine Inde- 
pendence under the provision of the Tyding’s McDuffie Act, 
there were two schools of thought, though not of the same 
magnitude. One was for the indefinite continuance of the 
Commonwealth under the United States on the ground that 
the country was not economically stable; that political inde- 
pendence without economic stability would be doomed to 
failure. The other, constituting the opinion of the majority 
of the people, was for complete independence. The philo- 
sophy behind this stand was that economic independence 
could be more rapidly and easily attained after, not before, 
the advent of political independence. For independently, a 
nation can enunciate a program of national economy that 
befits its need without the intervention of a foreign 
sovereignty as is usual in the case of a colony. 


Traditionally and historically, the Filipino struggle for 
emancipation was centuries-old. It was a_ relay-struggle 
from generation to generation from lLapu-lapu, Dagohoy, 
Diego Silang, Malong, Burgos, del Pilar, Luna, Rizal, Boni- 
facio to Roxas, Osmena, Abad Santos to Quezon who finally 
won the consummate fruition of four centuries of sacrificial 
struggles when, in 1946, the United States granted inde- 
pendence. Before such a struggle, any other reason to the 
contrary was considered secondary—be it economic or mili- 
tary security. Consequently, leading Filipino economists 
have repeatedly stated that the present national economy is 
still that of a colonial system. And so the leaders outside 
and inside the government after the attainment of indepen- 


~~ -dence, started to reorientate this colonial type of economy. 


It could hardly be otherwise because a territory of a foreign 
sovereignty is constrained to tie-up its economy with that 
of the mother country. The subject people must produce 
out of their natural resources products in raw form 
for the purpose of supplying them to the wheels of industry 
of the mother country. The processed products which are 
converted into articles of daily necessity are shipped back 
to the territory for the use and consumption of the subject 
people. 


It is in this state of political status that the Philippines 
has remained almost entirely an agricultural country, econo- 
mically dependent for the market of its products in raw 
form and for its consumer goods on the United States. 
This state of affairs was brought about because of the 
following conditions: 


(a) During the period of American sovereignty in 
the Philippines, trade and industrial policy, laws and govern- 
ment administrative policies have been so patterned as to 
make the country economically dependent on the United 


_ 


year; and sheet glass which registered a decline in Septem- 
ber is now showing an advance. 


There will be no change in operation with respects to 
ordinary steel materials for which a certain reduction in 
production was anticipated for the new fiscal year. The 
question is rather in copper and electric wire branches which, 
despite the production on the same level as 1953 being ex- 
pected, are considered inevitable to lower operation due to 
the increase of equipment. 


States. This economic tie-up existed because, in exchange 
for political protection and government administrative assis- 
tance, the Philippines had to supply the United States with 
products in raw form. Trade agreement and tariff laws 
were so framed as to make it advantageous for the subject 
people to export their products in raw form. 


(b) Thus, in the commerce of the two countries, the 
practice was for the buyer, not the seller, to determine the 
prices of the products of the territory, because, being in raw 
form and not immediately usable, the producers cannot make 
use of those products other than to sell them. During almost 
50 years of relationship with the United States, it has been 
made to appear that Philippine agricultural products could 
have only the United States as their best market. The 
people thought that this trade preference given by the United 
States was advantageous to the nation; and 


(c) There could not be a concerted government effort 
on increasing industrial participation; hence, the production 
of farms and forests which were limited could not afford a 
bare minimum income to the family living in the ru | 
areas, and much less give employment to the needy segm: 
of the people. 


As a consequence of this type of economy, the nation 
became dependent for most consumer goods and capital 
goods on the United States. The economy had been geared 
to agriculture with no mechanization methods. This has 
retarded development causing underdevelopment with only 
five major products for export such as copra, hemp, sugar, 
lumber, tobacco, and also embroidery. 


To re-orient the national economy, the government in 
1948 instituted a plan of industrialization. It accepted the 
economic theory that the country, while an agricultural 
one, should pattern its economy so as to include an indus- 
trial development program. In accordance with the recom- 
mendations of the Bell Mission and the 1950 Philippine 
Economic Survey Commission, the government devised ways 
and means of encouraging the development of local indus- 
tries. These measures are the Import and Exchange Con- 
trol laws and the exemption of new and necessary industries 
from the payment of taxes. Recently the President of the 
Republic approved a bill, now known as R.A. 901, providing 
for tax exemption to new and essential industries from the 
payment of all taxes for ten years, the last four years with 
a graduated imposition of tax. Besides these legislations, 
the government has launched a financing program for in- 
dustries with the establishment of the Rehabilitation Finance 
Corporation. The Central Bank of the Philippines through 
the PHILCUSA set aside P10 million as a Guarantee Loan 
Fund for the exclusive financing of industries. 


Encouraged by these protective and helpful measures of 
government, a group of small manufacturers in 1949 banded 
together and organized themselves in order to contribute 
their share in the industrial development of the count 
In 1950, this group together with a new bunch of man. 
facturers incorporated the organization which is now known 
as the Philippine Chamber of Industries, Inc. Today there 
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‘re over 4,339 industrial enterprises which had gone into the 
1,500 of these industrial 
establishments are manufacturing merchandise which here- 
tofore have been imported from the United States and other 
countries. Varied products such as_ toothpicks, plastics, 
nails, steel bars, cosmetics, drugs, building materials, textiles, 
etc. are now being turned out by local factories in volume 
that have supplied to some extent the consumers’ demand. 
Automobiles and trucks are being assembled in the Philip- 
pines, and 980,000 people are employed in industrial activities 
as a result of the industrial awakening immediately after 
the advent of independence. 


But are the people as a whole content with the pro- 
gress so far attained by industry? Are the manufactures 
and industrial pioneers free from the worry of foreign com- 
petition? Are the industrialists satisfied with the patronage 
the public has given to their manufactures? Can the manu- 
facturers and producers expect the patronage of their fellow 
countrymen? To answer these questions, let us first take a 
look at the gloomy picture of the acute unemployment still 
obtaining, notwithstanding the industrial enterprises so far 
established in the Philippines. There are over two million 
Filipinos’ capable and able to work but unemployed. There 
are no jobs for them; true, there are vast tracts of land 
to till, but inducements in agriculture are not sufficient. 
What of the thousands of graduates the high schools, colleges 
and universities are turning out who are looking for activi- 
ties other than what agriculture can offer? The situation 
is so alarming that, in Manila alone, hundreds of thousands 
of job seekers congest the houses of their relatives and 
friends, who, poor as they are, shoulder the burden of giving 
them food and shelter. They seek jobs but find none. Should 
‘his situation continue unremedied? A citizen who lives in 
want and privations and is unable to give even the modest 
subsistence for his family becomes a social menace. 


In order to solve this problem of unemployment, the 
present speed of industrialization must be increased fourfold. 
More and more factories should be established in order to 
produce goods at reasonable cost and to open more op- 
portunities for employment. But that is not enough. De- 
velopment is necessary of the local market by bringing home 
to the people the idea that products of local factories should 
be used and consumed. The local attitude toward products 
of home manufacture should be corrected so that the way 
of thinking may be focused to the idea that only by using 
and consuming locally made goods can Philippine industries 
continue producing. If the spirit of nationalism is to be 
discarded, these factories will be forced to close down be- 


‘cause they cannot sell the products to the people. Some 


of those industrial establishments will reduce their operation 
because the output is not fully consumed by the people. As 
a result, unemployment will be aggravated, worsening an 
already deteriorated social condition. 
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The industrialists, on their part, are endeavoring to 
improve the quality of their products. Eighty percent of 
production after analysis of standard specifications have 
been determined to be comparable in quality to those of 
foreign manufacture. Manufacturers are undertaking pro- 
duction research in order to improve their manufacturing 
methods and standards so that the products of their manu- 
facture can be sold to the public at prices equal if not lower 
than the imported ones. The Filipino people are always 
under the impression that any product manufactured locally 
is inferior to the imported ones. This was true before; it 
is no longer true now. Because of this attitude, many 
dealers are selling locally manufactured merchandise with- 
out telling their customers that these are made locally. 
Manufacturers purposely use labels or trade names which 
impress upon the buyers that the merchandise is of foreign 
origin. 


Considering that the Philippines is an underdeveloped 
country, it must have for its pattern an agro-industrial 
development. Where it is necessary, the government should 
be urged to pioneer in essential and basic industries. The 
government should explore and pioneer in heretofore un- 
explored industries for the purpose of opening the eyes 
of private investors and not primarily to make profit. Once 
this objective is attained, that is, once private capital is ready 
and willing to take over, the government should turn over this 
enterprise to private investors. The government should offer 
more encouragement and afford better inducement to private 
capital in order to stimulate more activity in industrial in- 
vestments. A big amount of capital owned by Filipinos is 
dormant in local banks which, if afforded better induce- 
ment and protection by the government, may be channeled 
to investments in ‘industrial pursuits. The reduction is 
urgent of the rate of interest on industrial loans to 3% 
percent on a period of 15 to 20 years and the loans 
should be given at 80 percent of the market value of the 
collaterals. 


The late President Roxas said about the need for in- 
dustrialization: “It is imperative that we fashion here an 
economy, though not entirely self-sufficient, positive in the 
sense that we cease to be merely a source of raw materials 
and a market for manufactured goods. We must become a 
nation whose native genius is applied to the richness of our 
soil, our other natural resources, and the blessing of our 


climate in such a way as to produce goods for our own 


consumption: we must diversify our agriculture and plan 
our production. We must not be the mere source of a few 
crops and raw materials to feed the tables and factories 
of others. We must find here such industries as can pro- 
cess our native products and present them to the world’s 
buyers with the proud label, ‘Made in the Philippines’.”’ 


PHILIPPINE BUSINESS PROSPECTS FOR 1954 


By Cornelio Balmaceda 


A healthy outlook in the domestic production of basic 
crops, especially rice and sugar, at the end of 1953 and a 


-~steady whittling down of the gap between exports and im- 


vorts, as the foreign demand for major export products is 


' gaining and the local manufacture of articles of consump- 


tion formerly derived from imports continues to increase, 
make the business prospects for 1954 favorable. Barring 


unforeseen developments in the international situation which 
would alter the present favorable trend, 1954 may even see 
for the first time in the post-war years a balanced Philippine 
import and export trade. 

The gap between the value of Philippine imports and 
exports this year is placed at P42,000,000, the lowest since 
1950, as compared with an import balance of P147,000,000 
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in 1952. The cessation of hostilities in Korea amd the start 
of Korean rehabilitation open a new and increased demand 
for Philippine lumber and timber and allied products. At 
the same time, a bigger demand for major export products 
of the country in other foreign markets is also expected. 
The monthly overseas commerce showed favorable balances 
in three successive months during the first half of 1953 and 
again in three successive months in the latter half, so that 
at the end of October there was a favorable merchandise 
balance of nearly P2,000,000. Heavy arrivals of goods in 
November and December, however, wiped out the meagre 
export balance of the previous months. 


Some uneasiness has been caused in local industrial 
circles by talk of the removal of the present controls which 
have afforded needed protection to various new industries, 
but there is an undercurrent of faith and confidence that 
the new industries will not be abandoned and that continued 
impetus and encouragement to the industrial development 
of the country will be given under the new Administration. 
This will bring about a greater industrial output and will 
further reduce unnecessary imports. 


Among other important developments in 1953 upon 
which to build a hopeful view for the ensuing year, may be 
mentioned the following. 1. Agricultural production for 
domestic consumption and for export continued to increase. 
The totai combined production of certain selected commodi- 
ties like palay, corn, sugar, etc. is estimated at 20,166,700 
metric tons for the last crop-year, as against only 17,523,740 
metric tons the previous year. 2. Production of gold as 
well as base metals likewise showed remarkable gains. 3. 
Average retail prices in Manila showed a downward trend. 
The cost of living of a wage earner’s family also declined. 
4. Wholesale prices of selected commodities showed mixed 
trends, but the prices of such export products as copra, 
coconut oil, desiccated coconut, lumber, leaf tobacco, iron 
ore, and chrome ore were higher than those of last year. 5. 
The international reserves were maintained at a _ higher 
level. 6. Investments made by corporations and partner- 
ships registered with the Securities and Exchange Commis- 
sion showed also marked increases from those of last year. 


FOREIGN TRADE. The overseas trade of the Philip- 
pines in 1953 is estimated to reach P1,635,000,000, as coni- 
pared with P1,557,036,275 in 1952, or an increase of about 5%. 
Exports are valued at P795,374,000, an increase of abort 
13% over last year’s figure which amounted to P838,412,000, 
and are slightly lower than the 1952 imports, which were 
valued at P852,223,856. 


As in the previous years, the United States, having 
absorbed about 68.5% of the total exports for the first 10 
months, or P461,397,690, as against 66.5% for the corres- 
ponding period of 1952, was the best market for Philippine 
products. Likewise, the bulk of the imports was supplied by 
the United States which was credited with P521,897,084 or 
77.7% of the total imports, compared with P531,431,966 or 
71.2% in 1952. 

Notwithstanding an increase of 17% in exports to the 
United States and a decline of nearly 2% in imports, still 
there was an unfavorable balance of P60,499,394 in trade 
with the 


Japan maintained its position as the second best cus- 
tomer by importing P79,951,690 worth of goods, an increase 
of 29% over the corresponding value in 1952. The value of 
imports from Japan, however, declined to P30,001,370 from 
P32,558,026 last year. 

Other countries which registered marked increases in 
their imports from the Philippines include the Netherlands 
with P24,276,675, or nearly double the corresponding value 
in 1952; Venezuela with P8,723,235, a gain of 155% and 
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Denmark with P9,061,763, a gain of 42%. Exports to the 
following countries declined: Canada, Switzerland, Belgium, 
Great Britain, and Indonesia. The. import trade was 
featured by sharp declines in purchases - from Indonesia, 
Canada, Great Britain, and Thailand, while notable increases 
were noted in dealings with the Netherlands and Hongkong. 


Available data from January to October 1953 showed 
that copra was ahead of sugar as the premier export item, 
with a value of P187,000,000, while that of sugar was 
P170,000,000. Abaca ranked third with P64,000,000. Logs, 
lumber, and timber jumped to fourth position with a value 
of P52,000,000, registering the biggest increase of 89%. 
Base metals and concentrates, coconut oil, desiccated coconut, 
canned pineapples, embroideries, and tobacco were the six 
other leading exports. Despite the higher prices which pre- 
vailed this year over those of last year, exports of abaca 
and coconut oil were the only two items that declined. The 
eight other principal exports registered gains. 


Cotton and manufactures with a value of P83,000,000 led 
all other imports. Iron and steel manufactures valued at 
P51,200,000 ranked second, followed by mineral oils with 
P50,800,000, and automobiles and parts with P4§5,900,000. 
The other leading import items include machinery excluding 
agricultural and electrical; rayon manufactures; dairy pro- 
ducts; grains and preparations thereof; chemicals, drugs, dyes, 
and medicines; and paper manufactures. A _ significant 
feature of the import trade was the marked increase in 
capital goods like iron and steel manufactures, including 
machinery. 


PRODUCTICN. Agricultural and industrial production 
was further accelerated in 1953. This was effected by th 
various efforts and projects undertaken by the Government 
aimed at increasing agricultural production and _ self- 
sufficiency. 


The inauguration of the Maria Cristina hydro-electric 
plant in Lanao and the. operation of the fertilizer plant 
may give impetus to the creation of more industries and 
greater agricultural production. New industries have been 
set up to further increase the industrial projects which were 
established in the previous years. 


Production of commodities for home consumption con- 
tinued to increase in 1953. The rice harvest was the highest 
so far and nearly sufficient to meet the total needs 
of the country. The sugar output also increased con- 
siderably and would have been adequate to fill the ex- 
port quota in the United States as well as the domestic 
quota, had it not been for the typhoons that devastated the 
sugar plantations and the occurrence of drought in other 
places. Fish production during the last fiscal year amounted 
to 368 metric tons as compared with only 323.7 metric tons 
during the corresponding period of last year. Coconut pro- 
duction reached 3,081,000 tons as against only 2,800,000 tons 
the previous year. Abaca fiber totaled 118,700 metric tons, 
an increase of 4,110 tons over the preceding year. Leaf 
tobacco, corn, beans, and vegetables registered negligible de- 
creases. 


Production of cigarettes, cigars, desiccated coconut, beer, 
soft drinks, plywood, and edible oil made notable increases, 
while coconut oil, cordage, cement, lumber, and timber show- 
ed declines. 


Notwithstanding many handicaps, production of gold 
and base metals increased considerably. Figures for the 
last fiscal year show that there were 490,520 ounces of gold 
produced, with an aggregate value of P50,965,028, whilr 
base metal production was valued at P63,342,642. In the 
fiscal year ending in 1952, only 423,269 ounces, valued at 
P43,596,707, were produced, while base metals. totaled 
P53,342,642. 
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PHILIPPINE ECONOMIC REPORTS 


/ 


The Philippines produced mineral worth about P148 
million during the fiscal year ending last June 30, distri- 
buted as follows: 1.1 million ounces of gold and silver 
valued at P52 million; 2,797 metric tons of lead at P1.7 
million; 1,708 tons of zinc at P1 million; 12,361 tons of 
copper at P16.3 million; 21,183 tons of manganese ore at 
P1.5 million and 1.2 metric tons of iron ore at P22.2 million. 
Among non-metallic minerals, the production figure was as 
follows: 1.7 million barrels of cement worth P21.4 million; 
138,314 metric tons of coal valued at $3.2 million; 14,480 
tons of rock asphalt worth P.30 million; and sand, gravel, 
salt and other non-metallics, P8.7 million. Compared to 
last year’s production, there was an increase of P17.2 million 
distributed as follows: P1.8 million in gold and silver, P9 
million in base metals and P.50 million in non-metallics. 


Geological investigations of Philippine coal resources 
show a substantial potentiality. Of the known coal deposits 
totaling 680,000 hectares, the following places are present- 
ly being investigated: Bulalacao, Oriental Mindoro; Argao, 
Cebu; Malangas, Zamboanga; Semirara Island, Antique; and 
Batan Island, Albay. Previous studies on the Malangas coal 

‘posit reveal that by a proper blending with other coal, 
coking coal can be produced aside from by-products. 


The actual agricultural area now under cultivation 
covers 8,180,000 hectares, or 84 per cent above the 1946 
acreage. Palay production increased by 90 per cent over 
that of 1946, or from 36 million cavans to over 70 million 
cavans; corn by 230 per cent; milk and dairy products by 
95 per cent; and livestock and poultry products, 322 per 
cent. 


Since import controls, there has been a tendency for 
new investments to go increasingly into the manufacturing 
fields. Fresh capital that has gone to commercial enter- 
prises has been about as large as capital that has been 
invested in manufacturing. This is specially true of cor- 
porate investments. In the first half of 1953, there were 


INVESTMENT. Indicative of the confidence of capital 
in the future, the number of corporations registered by the 
Securities and Exchange Commission increased. From 
January to November there were 537 corporations with an 
authorized capital of P146,647,600 and P31,199,582 paid up. 
In partnerships, however, there were only 662 with a capital 
of P27,446,164, as against 724 and a capital of P30,616,244 
in 1952. 

In the field of manufacturing there were 106 corpora- 
tions with a paid-up capital of more than P8,000,000 and 
160 partnerships with a capital of more than P7,000,000. 
‘In the corresponding period of 1952 there were only 102 
corporaticns with a paid-up capital of P6,989,235 and 181 
partnerships with a capital of P8,521,006.24. 


DOMESTIC.TRADE. Although there were minor fluc- 
esiations in the retail price of 150 essential commodities in 
anila, a downward trend prevailed during last year. The 
‘drop of the index slightly increased the purchasing power 
of the Philippine peso from P0.4285 last year to P0.4348 
this year. The average price index for the 11 months was 
229.98 compared with 234.90 for the same period of 1952. 


more commercial corporations registered with the Securities 
and Exchange Commission than there were manufacturing 
concerns—153 for commerce and 70 for manufacturing. 
Paid-up capital of manufacturing firms, however, was slight- 
ly bigger, about P6.6 million as against P5.1 million for 
commercial corporations. This trend toward investment in 
commerce was even more marked in partnerships. During 
the first seven months of 1953 there were 266 partnerships 
registered to engage in commerce with a combined paid-up 
capital of around P12.7 million egainst 124 partnerships 
to engage in manufacturing carrying a total paid-up capital 
of about P5.6 million. 


The quality of copra is improving. Copra remained 
the No. 1 export product of the Philippines after liberation 
until 1953 when sugar resumed first place. Chemical labora- 
tory tests conducted in 27 ports of exportation revealed 
that the average oil contents of copra had improved from 
65.5 per cent in 1948 to 68.8 per cent in 1953. 


Carved kamagon wood products will be produced in 
commercial quantities in Sorsogon. The start of the kama- 
gon carving industry was the result of the promotion efforts 
of the PRISCO -and the bureau of commerce. Twenty-five 
carvers are being trained at Bacon, Sorsogon, under two 
supervisors who had been trained by U.N. experts. This 
project is expected to evolve a model household craft that 
will become a lucrative supplemental occupation in areas 
of the country where kamagon wood abounds. 


The newly organized Home Industries Association an- 
nounced that their first project would be the revitalization 
of the country’s hat industry. They will sponsor a hat 
festival in Manila to encourage the use of hats and the 
creation of new designs with which to boost exports of the 
product. The main objective of the group is to work for 
the quick development of all home industries to help save 
the legions of unemployed by providing them with occupa- 
tional trades right in their homes. 


A dollar saving project is the local production of Old 
Dutch Cleanser. The manufacturing operations’ will be 
undertaken by Food Industries, Inc. under a patent and 
franchise agreement with Cudahy Packing Co., of Chicago, 
Illinois, the American manufacturer of Old Dutch Cleanser. 
The project would likewise boost the development of 
hitherto untapped Philippine deposits of cleanser materials 
which form about 80 per cent of the ingredient required in 
the manufacture of the said cleanser. A rich deposit of the 
suitable cleanser materia] has been discovered in the moun- 
tains of Luzon. 


Of the Philippines’ major export commodities, abaca is 
the only one that has not yet reached its prewar production 
level. It is number 8 in the list of dollar producers, its 
main advantage is that it is accorded preferential treatment 
in the major consuming countries. This is because hemp 
fiber is a strategic item and the Philippines until now has 
virtual monopoly on its production and export. Large-scale 
production of abaca has been hampered by lack of financing. 
With the recent expansion of credit facilities, it should be 
easier to obtain credit from various financial institutions 
such as the RFC, Philippine National Bank, ACCFA and 
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rural banks. Another phase of the abaca_ problem that 
deserves more attention and aid is the control of mosaic 
disease. The U.S. is interested in extending aid to the Philip- 
pine abaca industry which has been established on a firmer 
foundation than any fiber industry elsewhere. 


World production of abaca and henquen declined by 
about 15,000 tons in the second quarter of last year while 
sisal output maintained its level. Price movements in abaca 
were wider than in other hard fibers when the Korean truce 
caused the market to weaken and spinners to go easy on 
their purchases. Philippine abaca output influences the 
world production trends. 


The problem of the sugar industry in the Philippines 
has become one of technology rather than financing. Failure 
to provide for a research laboratory for the sugar industry 
has caused the inability of Philippine sugar producers to 
compete in the world market. The Philippine Sugar In- 
stitute was organized and set up only recently to embark 
on the task of studying ways of cutting down production 
costs, effecting better methods of -distribution and finding 
new markets which it cannot hope to aecomplish in a few 
years. This is the reason why continued preferential treat- 
ment for sugar, along with other major export products, is 
sought in a proposal to revise the Bell Trade Act to enable 
sugar to compete in the American market. 


More than 5,000 local weavers are sitting on a multi- 
million peso industry. This industry involved the weaving 
f saguran textile with raffia fiber stripped from the buds 
of lowly buri palm tree, growing wild in the province of 
Bohol. This textile is used for making burlaps as packages 
for tobacco leaves and copra. The width of this textile, 
however, falls short of the commercial standard, but the 
F.0O.A. together with some government agencies are trying to 
adjust the looms to remedy this problem. To date, an 
order for 750,000 yards (25 bolts) was received from New 
York and inquiries for 2 million yards a year were also 
made. 


Philippine abaca and lumber will enjoy a wide market 
in South Korea during the execution of that country’s re- 
construction program. Funds were set aside by the U.N. 
Korean reconstruction agency (UNKRA) for buying 500 
tons of abaca fiber. Other items listed by the agency are: 
$840,000 for 30,000 metric tons of molasses, $600,000 for 
1,000 metric tons of Manila fiber, $7.5 million for various 
construction materials and $250,000 for non-ferrous metals. 
The sum of $25 million has been earmarked for spending 
this year. 


The principal industry and main source of income of 
the province of Palawan is the coconut industry. However, 
great possibilities in the lumber and mining industries are 
predicted if the vast virgin lands are tapped of its resources. 
Almaciga trees, source of a sticky substance used in the 
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manufacture of silac and other wood preservatives are fou, 
growing abundantly in its forest, while silica sands, a 
mineral used in the manufacture of bottles, are widely 
present. Few venture to exploit these resources, however, 
owing to the lack of capital, technical know-how and 
shortage of labor. 


American investments in 1950 totaled $149 million 
against $75 million in 1945. This is considered a small in- 
vestment. U.S. investments represent only about one per 
cent of the total American. investments in foreign countries 
estimated at $149 billion by the end of 1952. 


Import and exchange controls were the most effective 
factors in encouraging the establishment of industries involv- 
ing the investment of P280 million between 1950 and 1953. 
Other factors were selective credit controls and tax exemp- 
tion. Republic Act 901, granting more liberal tax exemption 
privileges may further expedite establishment of new indus- 
tries. Added to this, is the new incentive of making avail- 
able P10 million for worthwhile industries through the 
Industrial Guarantee Fund which may be obtained through 
the RFC. Between 1950 and 1953, some P32.1 million were 
invested in textile industries, P105 million in power and 
fuel, P34 million in steel, P4.2 million in paper mills, P2.5 
million in machinery manufacturing, P17.3 million in chemi- 
cal industries and P45 million in other industries which 
include handicrafts and furniture making. The most im- 
portant development in the textile field during 1950-53 
was the establishment of several knitting mills engaged in 
the manufacture of hosiery, undershirts, knitted fabrics for 
various purposes, elastic tapes and ribbons. 


The Philippines with an estimated national income 

P8 billion and a public debt of P1 billion could afford tu 
maintain a money supply much greater than the present 
estimate of P1.2 billion, which is about one-seventh of the 
national product. The United States with a total national 
product of $350 billion is maintaining a money supply of 
around $130 billion and public debt of $275 billion. The 
Philippines is maintaining a money supply too small to 
meet the financing requirements of an underdeveloped 
country. 


Total revenue collected during the fiscal year ending 
June 1953 was P23 million short of revised estimates for 
the collection year and P62 million less than actual collec- 
tions during the fiscal year 1951-52 ending June 30, 1952. 
All collections except those for import duties, excise taxes, 
tonnage dues and customs stamp taxes fell short of ex- 
pectations. Of the total gross collections of $535 million 
in 1953, the provincial and municipal government shared 
P49 million leaving a net balance of only P486 million. The 
municipalities and cities obtained a bigger share of national 
revenue collections in 1953 than in 1952, thus explaining 
the wide disparity between net collections in 1952 and 1953. 
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ECONOMIC REPORTS FROM CHINA 


MCSCOW’S HELP IN 
INDUSTRIALISING CHINA 


Soviet Russia and Peking are draw- 
ing closer together over the industriali- 
sation of China. During the past year 
an agreement has been made between 
the two countries under which around 
140 new industrial enterprises have 
been promised by the USSR to China, 
and it is evident that this agreement 
is being carried out with energy. It 
is apparent from an outline of the new 
projects planned, that most of the de- 
velopment will take place in Manchu- 
ria and Northern Korea on both sides 
of the Yalu River, this clearly being 
in accordance with Russian ideas, as 
the financing will mainly be done with 
Russian capital and technical assistance. 
In Manchuria, in particular, the scheme 
is advancing rapidly and _ industrial 
plants of every description are_ being 
erected or are already working at full 
pressure. 


“To cope with the demand for coal, 

Instance, new seams’ have been 
opened at Fushun, Manchuria, while 
underground mining has been extended 


and five new pits are being sunk. Fu-} 


shun also now possesses an automobile 
works. Anshan, in Manchuria and in- 
cidentally not far from the Korean 
border, is fast becoming the centre of 
industrial activity, and among the new 
erections can be included two blast fur- 
naces and rolling mills which have been 
opened, with appropriate official cere- 
monies, for making rails and seamless 
tubes. These mills are of course built 
according to Russian specifications. A 
couple of new oil refineries have also 
been included for Anshan, but so far 
only one has been completed. In addi- 
tion, the large power plant at Suphung 
in North Korea on the south side of 
the Yalu, has been restored and by its 
means production should be enormous- 
ly increased. Formerly this plant had 
a capacity of 700,000 kilowatts, and 
presumably its large transformers were 
hidden during the war. It seems, also, 
that the dam at Suphung of 1,000 yards 
in width was not so badly damaged in 
the war as was thought and has been 
repaired. 


In North Korea as in Manchuria the 
same acceleration of the tempo of in- 
dustrial production is taking place. In 
the area to the south of the Yalu not 
only steel works but also cement works 
are being reconstructed. As far as is 
known, several factories that were 

ily damaged in the war have already 
~¢en rebuilt with the aid, as it is under- 
stood, of Soviet funds; and Soviet aid 
in the purchase of equipment is being 
sought. 


To offset the emphasis on Manchuria 
and North Korea, it is noteworthy that 
the promotion of heavy industries in 
the Yangtze valley is to be pushed 
energetically forward for completion in 
1955. In fact, judging from Chinese 
reports it would appear that rather 
special attention is being paid to the 
execution of the Yangtze valley scheme, 
and that the Soviet plan for heavy in- 
dustries is moving steadily forward 
with the construction of two new iron 
and steel mills as a component part. 
The erection of six large processing 
factories for the utilisation of by-pro- 
ducts is likewise included in the 
scheme. 


CHINA-CEYLON BARTER 
AGREEMENT 


The agreement made between China 
and Ceylon in December 1952 for the 
exchange of rice for rubber has now 
been extended to cover 1954. Signing 
of the agreement took place in Peking 
on Sept. 22, 1953. 


Large quantities of rice will be 
shipped to Ceylon this year from 
Whampoa. The rubber received in re- 
turn will be unloaded at the same port. 
Four steamers are under charter by 
Ceylon for this traffic. About 21,000 
tons of rice were carried by these 
vessels between February and March. 
While the Canton exporters are the au- 
thorities, the Ceylonese party repre- 
sents private interests. The South 
China Foreign Trade Bureau in Canton 
disclosed that during the past six 
months shipments of rubber reaching 
Canton are valued at an equivalent of 
about HK$31,000,000 and that the 
amount of rice shipped to Ceylon is 
worth about HK$31,000,000. Actual 
calculation is in Jenminpiao and Ru- 
pees. 


The agreement took effect in January 
1953 for a period of five years, and 
50,000 tons of rubber are to be ex- 
changed for 270,000 tons of rice. Be- 
cause of this undertaking, food officials 
in China are doing their utmost to pro- 
vide the shipments for Colombo. This 
work is all the more difficult in view of 
the poor harvest last autumn, hoarding 
and manipulations, although the Cen- 
tral People’s Government in Peking had 
mobilized over two million Party work- 
ers or special agents to supervise the 
collection and to guard against clan- 
destine deals between farmers and rice 
merchants. 


The Attorney General’s Office in Pe- 
king issued a public statement an- 
nouncing the punishment of persons 
manipulating the food markets for 


profiteering. As a leading case, a 
dealer in Szechuan was given a public 
trial for stealing grain and was sen- 
tenced to death by shooting, which was 
carried out immediately after the trial. 
Thousands of merchants have been ar- 
rested for unlawfully purchasing rice 
from farmers. They are charged as 
reactionaries, speculators and profiteers. 
Szechuan is the principal rice growing 
province in China together with Hunan 
province, where hoarders and profiteers 
are also active. Three well-known mer- 
chants in Hunan were sentenced. to 
death on similar charges. Another pri- 
soner was given a life sentence and 
others received different terms of im- 
prisonment. Similar occurrences are 
breaking out in other provinces where 
rice production is not so high as in 
Szechuan and Hunan. The food situa- 
tion is getting more critical and will 
continue to be so until late June or 
sours July when the next harvest is 
ue. 


ISSUES 
the 


PEKING BOND 


Proceeds from 
the Reconstruction 
January ist are being applied 
to repayment of the Victory Bonds 
issued in 1950. The fourth drawings 
for the latter bonds took place in 
Peking early in February. The fifth 
and final drawings will be held _ in 
1955 when all interest and capital of 
100,000,000 units will have been re- 
paid. Each unit represents six shih 
catties of rice, one and a half catty 
of flour, four feet of white linen and 
16 catties of charcoal. The repayment 
is in Jenminpiao which would buy the 
foregoing commodities. .One important 
point favouring the Communist adminis- 
tration is that the subscribers get back 
the money without much loss through 
depreciation of the currency. How- 
ever, subscribers who have been re- 
paid for the 1950 bonds are expected 
to take up 1954 Reconstruction Bonds. 


That reconstruction is being energe- 
tically pushed ahead with the help of 
Soviet experts and engineers is widely 
made known. Late last year electric 
power plants were completed in Feng- 
man and Fushun in Manchuria, Cheng- 
chow in Honan province and Tihua 
in Sinkiang province. Earlier the 
Fuhsin power plant in Manchuria was 
also completed. These’ three Man- 
churian power stations are sufficient 
to electrify the heavy and _ light 
industries in the north-eastern pro- 
vinces. Similarly the one in Cheng- 
chow provides power and electricity to 
North China and those in Sian and 
Tihua take care of the strategic 
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Northwest, the back door to Soviet 
Russia. The Anshan Iron and Steel 
Plant located south of Mukden is pu- 
blicised as the great contribution of 
Sino-Soviet enterprise, although it was 
first constructed by the Japanese dur- 
ing the occupation and supplemented 
later by the Nationalists. Other iron 
plants are located in Hanyang near 
Hankow and in Chungking, the war- 
time capital in Szechuan. 


All these achievements are brought 
home to the people’ especially those 
overseas in the hope they will buy the 
Reconstruction Bonds. An Overseas 
Bond Sales Committee is functioning 
in Peking to subscription. in 


foreign countries through diplomatic, 
consular and civic bodies. Mer- 
chants. industrialists, teachers and 


required to take up 
the Reconstruction Bonds. Although 
all Bonds must subscribed by 
March 31, subscribers are allowed to 
pay in instalments as late as June. 
Students are not pressed to buy the 
Bonds. 


Big transactions in South China cities 
are slowed down by the preoccupation 
of merchants and industrialists in rais- 
ing money to buy Reconstruction 
Bonds. Some of the big establishments 
have each to subscribe an equivalent 
of HK$300,000. 


The Provincial People’s Government 
in Kwangtung and Fukien have as- 
sumed that emigrants have gone over- 
seas and have appealed to them to 
subscribe to Reconstruction Bonds. A 
Canton report said that Chinese in 
foreign countries are expected to take 
up a good share of the bonds in view 
of the generally impoverished e¢ondi- 
tions of the people at home. 


Requests to buy bonds are made 
through dependents in Kwangtung and 
Fukien who have. relatives’ in Indo- 
nesia, Burma, Pakistan, India, Malaya 
and other countries. <A better rate in 
foreign exchange is granted if the 
money is used to absorb’ the bonds. 
For instance, the official exchange rate 
for one Hongkong’ dollar is 4,100 
Jenminpiac, but if it were used to buy 
the bonds the rate would be 4,500 
Jenminpiao. 

There is a new set of rates for all 
kinds of foreign currencies as an in- 
ducement for overseas Chinese to ad- 
vance the money. Banks and com- 
mercial houses overseas having head 
offices or. branches in mainland China, 
members of trade unions affiliated with 
the World Congress of Trade Unions, 
certain guilds and schools are subscri- 
bers to the bonds. 


students are 


BUSINESS CONDITIONS 


A Canton official source dis- 


closed that from October last year 
to the end of January, 1954, 
the number of shops and firms in 


that city going into voluntary liquida- 
tion amounted to 245. They repre- 
sented all kinds of businesses and em- 
ployed over 1,800 persons. The firms 
and stores concerned were asked by 


the Canton authorities to choose other 
lines of trade, but many are still 
undecided. Some are being merged into 
factories for textile goods, metal pro- 
ducts and other commodities. Over 
250 firms in Canton have’ given up 
their export and import business to 
enter the manufacturing sphere. This 
entails disruption, Suspension and 
heavy losses. One tmport and export 
firm with a capital of 2,000,000,000 
Jenminpiao was ordered to change to 
light industry and_ lost over three- 
fifths of its capital before any ma- 
chinery installation was begun. A site 
was chosen on the western outskirts 
of the city, and orders for machinery 
were placed with a Shanghai _ iron 
works. The location turned out to be 
unsuitable owing to lack of electric 
power, while the Shanghai manufac- 
turer reported that delivery would 
be delayed for five months owing to 
priority and pressure of government 
orders for héavy industry. Similar 
cases are numerous, and firms after 
suspension and pending conversion 
have to continue paying salaries to 
their staffs at around 160,000 Jenmin- 
piao per month each. In view of the 
serious upsets and _ losses, Canton 
officials have told business houses that 
change to industrial enterprises may 
be postponed and that export and im- 
port trade may be resumed. 


A new ruling has been made that 


mainland exporters may _ continue 
their business but imports. are still 
to be the government’s con- 


cern. The Communist trade policy 
is to avoid placing big orders’ with 
Hongkong, preferring to deal direct 
with Iron Curtain countries, Western 
Europe and elsewhere. 


Cotton crops in Hunan were very 
bad last year, but rice crops were 
slightly better. Hunan is one of the 
largest rice producing provinces in 
China particularly around Tungting 
Lake, one crop being sufficient for two 
years for provincial consumption. 


Business in Changsha and Hengyang 
is bad just like any other city in 
South China owing to decreasing pur- 
chasing power of the people. Retail 
business has been unfavourable, as all 
essential trade is taken over by the 
consumer co-operatives, whose prices 
comform with Government regulations. 


CONSUMER GOODS IN CHINA 


The quality and quantity of con- 
sumer goods in China have fallen, as 
a result either of lack of raw materials 
or high prices and consequently soap, 
toothpaste and patent medicines from 
mainland factories, which used to have 
some demand in Hongkong and Macao, 
are now non-existent in these two 
ports. Rubber shoes and other goods, 
textile produce, cotton yarn also are 
falling both in quality and quantity. 
A pair of rubber’ shoes’ costs’ the 
equivalent of HK$13 as against HK$6 
in Hongkong, but the mainland pro- 
ducts are not so durable. The same 
applies to other rubber goods. 


FAR EASTERN 


Economic 


The main reason for the _inferi 
output is that most factories are not 
running on a competitive basis but are 
under joint government and private 
operation. Products coming out of 
government plants are made in haste, 
as workers are stirred by sentimental 
inducements to be production heroes. 
In concentrating on output, the work- 
men overlook craftsmanship. The 
government-owned department stores 
are selling consumer goods such as 
cotton padded shoes, but buyers are 
few. Therefore stocks are accumulat- 
ing without the prospect of disposal, 
and financial losses are heavy. Letters 
appearing in the correspondence 
columns of newspapers in Shanghai and 
Peking complain of the use of insuffi- 
cient materials, inefficient labour and 
blunders as the causes of the poor turn- 
out. 

In view of the high cost of consumer 
goods, the Government ordered the 
Kwangtung provincial authorities’ to 
keep out such commodities from Hong- 
kong and Macao. 


SPREAD OF COOPERATIVE 
FARMING 


A sweeping development of agricul- 
tural cooperatives has been unfolded in 
China. Throughout the country thou- 
sands of new cooperative farms are 
being set up, to draw the _ peasa? 
along the path to large-scale farmin,,. 
In North and Northeast China, where 
mutual-aid and cooperative farming 
have a longer history than in other 
areas, the number of cooperative farms 
is fast growing. Since last winter over 
14,600 new cooperative farms have 
come into existence in MHopei and 
Shansi Provinces, North China. The 
total number of cooperative farms in 
the two provinces is now over 20,000, 
60% above the figure set as a target 
for the entire area this year. In Shan- 
tung, a major wheat and cotton-pro- 
ducing province along the coast, there 
are now nearly 10,000 cooperative 
farms. This number is close to three 
times that for the whole of East China 
last year. Though land reform was 
completed only in the spring last year 
in Central-South China, considerable 
advances have already been made in 
the adoption of cooperative farming. 
In Honan, Hupeh, Hunan and Kwang- 
tung Provinces more than 2,200 new 
cooperatives have already been set up 
and it is expected that 5,470 will be 
organised by the end of March. In 
Szechuan, the biggest grain-producing 
province in the country, 191 coopera- 
tive farms have been organised this 
year in addition to 4,600 old ones. 


NETWORK CF COOPERATIVES 
IN KWEICHOW 


A network of 483 supply and marker 
ing cooperatives has been set up 
the minority areas of Kweichow Pro- 
vince; the membership covers’ over 
2,700,000 Miaos, Chungchias, Yis, 
Tungs, Yaos and other minority pea- 
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Bi. Through their shops and mobile 


teams, numbering around 3,000, these 
cooperative societies are playing a vital 
part in helping the State concerns to 
supply the minority peasants with farm 
supplies and daily necessities. In the 
six counties to the southwest of the 
provincial capital Kweiyang, 82% of 
the cloth supplied by the state trading 
company is sold to the peasants 
through the cooperatives. 


During the first ten months of 1953, 
the cooperatives in Kweichow’s minori- 
ty districts sold 20% more farm tools, 
fertiliser and other supplies than in 
the whole of 1952. To encourage trade 
between the minority areas, more than 
170 trade fairs were organised by the 
cooperatives last year. The coopera- 
tives market large quantities of agri- 
cultural and local products in the 
minority areas. In 1953 300,000 mil- 
lion Yuan worth of grain and rural 
products was handled by the coopera- 
tives, 50% more than in the previous 
year. They covered rice, wheat, maize, 
tobacco, hemp, cotton and pastoral pro- 
ducts. Another service provided by 
the cooperatives has been the organis- 
ing of handicraftsmen to forge and 
repair farm tools. Pedlars are also 
sent cut by the cooperatives to bring 
various kinds of manufactured goods 
to minority peasants in the most re- 
mote areas. 


The minority people make up 40% 
of Kweichow’s total population. Among 
them the Miaos are the largest, num- 
bering 1,800,000; the second largest 
group is the Chungchia, numbering over 
1,600,000, in the southwestern part of 
the province. 


TIENTSIN’S PRODUCTIVE 
CAPACITY 


State trading companies in Tientsin 
supplied 33% more goods in January 
than the average monthly’ rate last 
year. Consumer goods topped the list, 
followed by building supplies, chemicals 
and machinery. Compared with January 
1953, 10 times more textiles, rubber- 
soled shoes, bicycle tyres and tubes 
and medicines were supplied. This 
sharp increase in the supply of con- 
sumer goods follows development of the 
latent productive capacity of Tientsin’s 
numerous light industries. Besides 
textiles, large consignments of kero- 
sene lamps, dye-stuffs and steel for 
farm tools went to the countryside. 
Deliveries of cables, steam-heating 
equipment, steel window frames and 
building parts went to construction 
sites. Numerous machine tools were 
supplied to the industrial city of Tai- 
yuan and various parts of Hopei Pro- 
vince. Supplies of caustic soda and 
sulphuric acid were delivered to in- 
dustrial plants. 


Tientsin is the largest commercial 
ad industrial centre in North China. 
Since the “liberation” its industries 
have undergone wide expansion. Last 
year the state trading companies 
handled seven times more trade than 


in 1950. In the supply of consumer 
goods, Tientsin is second only to 
Shanghai, China’s largest centre of 
light industry. The state trading 
companies plan to ensure smooth 
deliveries throughout this year’ by 
careful planning and of 
orders, so as to keep up with the con- 
stantly growing demands. 


COTTON FROC'UCTION IN HOPEI 


Cotton output in Hopei Province, the 
largest cotton-growing area of China, 
will go up by 39% this year. Plans to 
achieve this increase include the raising 
of the per hectare yield by 21% and 
expanding the cotton acreage by 14%. 
It is estimated that enough cotton 
will be picked in Hopei this year to 
feed 1.6 million spindles and 30,000 
weaving machines throughout the year. 
Over 95% of this will be for manu- 
facturing fabrics. This year’ good 
varieties of seed will be used over 
almost the whole cotton acreage; 25,000 
tons of seed have been despatched from 
the Hopei agrotechnical centre to the 
cotton-growing areas. 


At the same time, cotton-growers 
are still selling their last year’s stocks 
to the State so as to have ready cash 
for consumer goods and whatever they 
need for expanding production. In 
the five months from last September 
to the end of January, the cooperatives 
in the province bought enough long- 
fibre cotton to supply more than 800,000 
spindles for a whole year. 


Last year Hopei accounted for near- 
ly one-fourth of the country’s cotton 
output. Apart from supplying’ the 
needs of local cotton mills, it provided 
185,000 tons of ginned cotton to the 
textile industry in more than 20 cities, 
including Shanghai, Tientsin, Tsingtao 
and Canton. It also shipped large 
quantities of cotton to Northeast and 
Southwest China. 


KIANGSU PRODUCTION OF SILK 


Fourteen per cent more silk cocoons 
is planned to be ‘produced in Kiangsu 
this year compared with last. Kiangsu 
is one of the leading silk-producing 
provinces in East China, which ac- 
ecunts for more than one half of 
China’s annual silk output. Before 
“liberation,” however, the province’s 
silk production declined heavily. Due 
to imports of rayon, for many years 
the cutput of cocoons remained at one 
quarter of its pre-war level and many 
peasants gave up silkworm breeding as 
an unprofitable occupation. During 
the past four years the People’s Gov- 
ernment has made _ concerted efforts 
to revive and expand sericulture. 
Leans have been issued to the peasants 
to buy silkworm eggs and sericulture 
stations set up to guide them in scienti- 
fic methods and prevention of disease. 
During 1950 and 1951, state’ loans 
reaching 4,780,000,000 Yuan, or’ the 
equivalent of £69,000 sterling, were 
issued to aid the silkworm breeders in 
14 silk-preducing countries. State tree 


nurseries have also played their part 
in reviving sericulture. Already they 
have supervised the planting of 100.- 
000,000 mulberry trees and this year 
are providing another 40,000,000 sap- 
plings. 

By marketing their raw silk through 
the cooperatives, the silk breeders are 
assured of a steady market. Conse- 
quently many peasants have taken up 
silkworm breeding again. Last year 
the output of cocoons in Kiangsu was 
53% above that of 1950. 


PEKING AND THE 
AREAS 


“MINORITY” 


The Yunnan Institute of Nationa- 
lities in Kunming now has about 900 
students drawn from different 
nationalities in Yunnan Province. Since 
it was set up in August 1951, over 
1,400 students have graduated from 
this institute, including Tibetan, Miaos, 
Yis, Tais, Chingpos and Hans. Most 
of them are now working among their 
own naticnals, helping to build up the 
economic life of the minority areas. 


Last year many new buildings were 
added to the institute which is located 
in the beautiful northern outskirts of 
this mountain city. The library has 
been extended and the staff has been 
doubled. There are now some _ 100 
members of 19 nationalities on the 
staff. Facilities are provided by the 
institute to allow students to observe 
their own religious practices. Special 
arrangements are made for the Moslem 
students to enable them to _ observe 
Ramadan properly. There is a chapel 
in the institute for Christians who are 
also granted the usual Christian holi- 
days. Special kitchens cater to the 
needs of Moslem, Tibetan and other 
students. All students are given 
stipends by the People’s Government. 


Some 800 students, including Mon- 
golians, Tibetans, Uighurs, Huis and 
Tus are now enrolled in the Institute 
of National Minorities in Lanchow, 
Northwest; and 2,500 students of 16 
nationalities have graduated from the 
institute in the past four years. They 
are now working among the 6.3 mil- 
lion minority people of the vast North- 
west. The institute includes depart- 
ments of law, politics and languages as 
well as animal breeding and veterinary 
science. A six months’ special course 
has been set up for training peasant 
activists and government workers for 
responsible administrative posts. More 
than three hundred people of 12 na- 
tionalities are on the institute staff. 
Students are taught in their own 
languages, wear their own traditional! 
dress and have their own separate 
kitchens to cater for their particular 
forms of cocking. Moslem students, who 
form a large proportion of the students, 
have no classes on Friday afternoons. 
A total floor area of 16,000 square 
metres has been built for the institute 
in the past four years. More new 
buildings are now going up, including 
an auditorium and new _ dormitories. 
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The institute also has a valuable, big policy of ‘blockade and embargo’ was 


library with thousands of books printed 
in the languages of the different 
nationalities. 


KWANGTUNG SUGAR 
REFINERIES 


The five Government sugar refineries 
in Kwangtung turned out 15,000 metric 
tons of sugar last year sufficient to 
supply the needs of the whole country. 
This large production is reported as due 
to a good sugar cane harvest. The 
refineries are located in Shun Tak and 
Shih Tou, south of Canton, Tung 
Kwoon on the East River, and. Kit 
Yang near Swatow. The fifth one is 
not stated. All five are turning out 
granulated and slab sugar. 


Private and small refineries have to 
sell their product to the supply office 
of the Government-operated China De- 
partment Store in Canton. This is 
considered as “inspirational assistance,” 
although the price is much less 
than the retail price at 450,000 Jen- 
minpiao per picul for granulated sugar. 
However, the output is not sufficient 
for export. 


SHIPBUILDING IN CHINA 


Small vessels under 500 tons are 
being built in Dairen, Tsingtao and 
Shanghai. Even small patrol boats 
have been built for the Chinese Navy, 
but such construction is on the secret 
list. 

The biggest project was fhe launch- 
ing of the ss. Min Chung by the 
Kiangnan Dock and Engineering Com- 
pany in Shanghai on March 20. The 
vessel is 84 metres in length and has 
a displacement of 1,500 tons with a 
speed of 25 kilometres per hour. With 
accommodation for 974 passengers, the 
river steamer is specially built’ to 
negotiate the Yangtse River. It will 


be ready by June and will be the 
largest ship on the service. Sleeping 
accommodation is provided for all 


passengers, who have access to dining 
rooms, baths, gymnasium, library and 
deck space for dancing and evening 
parties. The vessel is owned = and 
operated by the Ming Sung Shipping 
Company, which it is now under joint 
private and government control. Seven 
of its vessels are the “Men” luxury 
motorships built in Canada and which 
formerly had their headquarters in 
Hongkong. 

The Kiangnan Dockyard was a pri- 
vate concern and became a semi- 
government establishment under’ the 
Nationalists. In 19386 it turned out a 
light cruiser designed by Japanese 
naval architects for the Chinese Navy. 
The shipyard is now a Government 
set-up under Russian supervision. — 


EAST-WEST TRADE WITH CHINA 


The demand in the Western coun- 
tries for more East-West trade is the 
subject of an editorial in the Tientsin 


intended to strangle China economical- 
ly and cause difficulties to the Soviet 
Union; it has proved, however, entirely 
powerless to hinder the economic re- 
storation and advance of China or the 
growing prosperity of the Soviet 
Union.” The paper continues: During 
the years of American ‘blockade and 
embargo,’ China has achieved a favour- 
able trade balance for the first time 
in the past seven decades. Relying on 
the large, stable, equal and mutually 
beneficial market of the camp of peace, 
democracy and socialism, China has 
steadily increased her volume of for- 
eign trade. Indisputable facts show 
that China is not in the least affected 
by any ‘blockade’ or ‘embargo’. 


Citing Japan as an example of a 
country injuring itself by following 
the policy of ‘embargo and blockade,’ 
the paper declares that the demand for 
more trade with China has become ex- 
tremely widespread and insistent in 
Japan. Trade agreements concluded 
between China and a number of Asian 
countries, such as India, Ceylon and 
Indonesia, show clearly that “China is 
a stable and reliable market and has 
wide prospects for the future’. Bri- 
tain is a country that depends on for- 
eign trade more vitally than many 
others. Its trade with the Southeast 
Asian countries is meeting with ever 
keener Japanese competition, which is 
backed by American capital, while 
heavy restrictions are imposed on its 
trade with the Soviet Union and New 
China by the policy of ‘blockade and 
embargo.’ All this has compelled even 
the British capitalists to recognise that 
the only way out lies in the develop- 
ment of East-West trade. Churchill’s 
February 25th speech in the House of 
Commons demanding more East-West 
trade has given expression to this 
widespread feeling. 


Furthermore, the American policy 
of ‘blockade and embargo’ has boome- 
ranged even against the U.S. itself. 
“Although the U.S. has been frantical- 
ly trying to monopolise the markets of 
the capitalist world, its foreign trade 
in January showed a marked decrease 
compared with January 1953. As a 
result of its own ‘blockade and em- 
bargo,’ American oil, cotton and auto- 
mobiles have lost their extensive mar- 
ket in the East, while its supplies of 
tungsten, silk, bristles and tung oil, 
which used to stand high in the list 
of American imports, are falling low. 
Militarisation of the U.S. economy 
and the cutting down of East-West 
trade, has placed the U.S. in the ominous 
shadow of an impending economic crisis. 
Already many American capitalists 


realise the wisdom of developing East- 
West trade. 


NEW AUTOMOBILE PLANT IN 
THE NORTHEAST 
The seale of construction at China’s 


first automobile plant this year will 
be four times as large as last year. 


Ta Kung Pao which states: “The U.S. Construction of all workshops, an elec- 
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tric power plant, piping and tubi 

work, a rail and road network, ware- 
houses, living quarters and other auxi- 
liary buildings will start soon. Already 
work on the construction: of temporary 
buildings with a total floor space of 
50,000 square metres to house engineer- 
ing workshops and processing shops for 
machine installation has begun. 
than a million tons of building ma- 
terials will be required. Ten times as 
much earthwork will be finished. 
Various phases of underground con- 
struction work for the big workshops 
and the installation of various types 
of precision machinery and electrical 
equipment will be carried out this 
year. Two to three hundred railway 
wagons of building materials and 
machinery are now arriving at the con- 
struction site daily. They include struc- 
tural steel from the Anshan and Tai- 
yuan_ steel-smelting plants, building 
materials from Shanghai, Nanking and 
Wuhan, machinery and equipment from 
Mukden, Harbin and Dairen, sand and 
gravel from the banks of the Sungari 
River in the Northeast and timber 
from the forests in the Khingan Moun- 
tain Range. More than 70 enterprises 
throughout the country are working on 
orders for the plant. During’ the 
spring months they will send thousands 
of tons of building materials and 
equipment to the construction site. 


CHINA’S COTTON GROWING 
DEVELOPMENTS 


Every major cotton-growing area in 
China is scheduled this year to in- 
crease its production of cotton in order 
to meet the needs of the country’s ex- 
panding textile industry. China’s big- 
gest cotton-growing area, North China, 
which accounts for 30% of the coun- 
try’s total supply has planned to ex- 
tend its cotton acreage by 14.4%. It 
is estimated that the area’s total output 
of raw cotton will be increased this 
year by 29%. One and a third million 


hectares of land will be planted to this 


crop in the two provinces Hopei and 
Shansi. This is part of the effort by 
China’s farmers to keep up supplies 
for the textile industry which this 
year is aiming to turn out an addi- 
tional 600,000,000 metres of cloth. 
Last year eleven mills were newly con- 
structed or extended. Honan and 
Hupeh Provinces in  Central-South 
China have planned to grow cotton on 
an additional 80,000 hectares. In Kiang- 
su Province, East China, which accounts 
for some 10% of the country’s total 
cotton crop, the cotton acreage will go 
up by four per cent. This province 
is alming to reach the target of 10,000 
tons of unginned cotton more than last 
year. The combined cotton acreage in 
this province and neighbouring Shan- 
tung should reach over’ 1,330,000 
hectares. By enlarging the cultivated 
acreage and raising the per hecte 

yield, Northwest China is aiming z.- 
107,500 tons of unginned cotton, 7% 
more than last year. Similarly, Sze- 
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FINANCE & COMMERCE 


HONGKONG TRADE REVIEW AND PROSPECTS 


Extract of Report of Chairman of 
Indian Chamber of Commerce of Hong- 
kong (Mr. N. T. Assomull) :— 


The year 1953 was a year of read- 
justment for most countries of the 
world. The boom, which followed the 
Korean war owing to excessive defence 
expenditure, had a sequel in stagnation 
of world trade and production ever 
since the tempo of defence expenses 
was reduced. Though in most of the 
countries, adjustments had been made 
in price levels as well as in production, 
there were no bright spots at the end 
of the year. 


The general trend of the world eco- 


‘nomy also cast its shadows on Hong- 


kong during 1953 which was neither 
better nor worse than the preceding 
year. There was a slight fall in the 
total trade of the Colony. It would 
appear that the fall in the quantity 
of trade was almost in proportion to 
the value so that it is evident that 
‘here was no appreciable fall in the 
‘ices of goods exported and imported 
as compared to the previous year. 
There has been a tightening of restric- 
tions on Hongkong trade with China, 
while a large number of the countries 
of the world have resorted to bilateral 
trade with China bypassing this Colony. 
There has been an acute shortage of 
foreign exchange in Thailand and In- 
conesia —- two among Hongkong’s best 
buyers. The restrictions, on imports 
of goods of the type of Chinese origin 
to the United States, still remain. On 
the other hand, virtually there was a 
complete removal of restrictions on im- 
ports from Japan. There was also a 
slight relaxation in the U.S. import 
licencing policy of goods exported from 
Hongkong to that country. Similarly, 
there was a revision of the list of items 
prohibited for export to China. 


HCNGKCNG PRODUCTS 


Goods manufactured in this Colony 
have been finding favourable markets 
in most of the countries of South East 
Asia, besides a good welcome in other 
British Colonies. The increased trade 


for these goods shows the diversification’ 


of Hongkong economy and reduction 
of the dependence on China for her 
total trade. The annual exhibitions of 
the locally manufactured goods _ hold 
ample proof that the local industries are 
progressing well and time may not be 
far when Hongkong may be one of the 


«most potential producers of consumers 


ods. The boosting of the production 


“of manufactured goods is obvious as 


this Colony is determined to mitigate 
the loss of her trade with China and 
that her aim is to build up her own 


independent economy. The Govern- 
ment is patronising the large scale 
production of goods and the commer- 
cial policy of the Government is to 
achieve this object. The Indian Mer- 
cantile Community has played its part 
in securing for Hongkong manufactured 
goods» adequate and stable markets, 
for their own benefits and for the 
prosperity of the Colony’s industries. 


Some manufacturers, due to their 
anxiety to boost the sale of their pro- 
ducts, have made direct offers to various 
overseas markets. Exporters and im- 
porters throughout the world, in the 
advancement of their own benefit, 
which naturally promotes the interests 
of the manufacturers for their better- 
ment, are searching for new markets. 
Most of the export/import companies 
have a chain of their agencies through- 
out the world. Exporters feel the 
pulse of the demand and supply of 
manufactured goods better than manu- 
facturers, because such firms have 
world wide contacts. Direct contact 
by a manufacturer to overseas mar- 
kets and new customers, though prima 
facie may appear to him advantageous, 
may not be beneficial due to the fact 
that he may not be able to bargain as 


freely and _ tactfully as a well ex- 
perienced exporter. In most of the 
advanced industrial countries, the 


manufacturer depends on the exporter 
for the distribution of his goods and 
he. makes the utmost use of the effi- 
ciency and experience of the latter. It 
will only be commendable here also, if 
the manufacturers understand the part 
played by experienced exporters and 
use their good offices in the further- 
ance of trade and commercial activities, 
than adopt the method of contacting 
unknown markets and _ unacquainted 
buyers abroad. 


COTTON TEXTILE GOODS 
AND YARN 


Exports during the year amounted 
to 462.1 million dollars and imports 
to 454.4, while in 1952 exports amount- 
ed to 547.3 million dollars and imports 
to 502.4. There was a reduction in 
imports and exports reflecting reduced 
turnever for this Colony as an entre- 
pot for these goods. As the Indian 
merchants finance a large percentage 
of this trade, this reduction meant a 
reduction in the turnover in business 
for Indian merchants. 


The total trade of this Colony with 
India has been on a small scale and 
even the small trade has shown a re- 
duction in imports compared with 1952. 
Exports for the year amounted to 18.9 
million dollars and imports to 53.9 
while in 1952, exports amounted fo 


12.3 and imports to 100.9 million dol- 
lars. India is one of the largest ex- 
porters of cotton textiles and yarn. 
The total imports of this commodity 
from India to Hongkong during 1953, 
however, did not exceed HK$19,000.- 
000. The major portion of this amount 
represented coarse and medium quality 
cloth which were at one time favoured 
here, owing to the competitive prices, 
and were cheaper than any textile goods 
manufactured in any other part of the 
world. This Colony could afford to 
have a larger trade with India if Indian 
manufacturers bring about sub- 
stantial improvements in the present 
day finish of the materials. 


INDIA-HONGKONG TRANSPORT 


Though the Indian Mercantile Ship- 
ping is still in its infancy, the eastern 
shores provide ample scope for their 
development. Due to the impetus given 
to the local industries by industrial 
magnates and because of the support 
extended to them by the Government, 
Hongkong, though a little Colony in 
size, has a better industrial future 
than any other place in South-East 
Asia. We are glad to welcome the 
ships of Eastern Shipping Corporation, 
Bombay, to the shores of Hongkong. 
We hope that increased number of 
vessels of this and other Indian lines 
would visit Hongkong. 

The prospect of extending the ser- 
vices of the Air India International to 
Hongkong and Japan brightens’ the 
commercial atmosphere. This can im- 
prove the trade relations between India 
and Hongkong. 


TRADE OF HONGKONG 


The trade with the British Common- 
wealth, including the United Kingdom, 
remained on satisfactory level. 
Malaya was Hongkong’s biggest cus- 
tomer among the Commonwealth. 
Conditions in Malaya have been de- 
teriorating due to the fal! in the prices 
of her primary products and because 
of reduced buying of her commodities 
by Indonesia. Import licences issued 
to merchants for Japanese textiles 
amounted to St.$70,000,000 and by the 
end of the year over half this amount 
had not been taken up by merchants. 
This shows that the effect it brought 
upon. the market was a result of the 
slump. 

There was a heavy reduction in ex- 
ports to Indonesia owing to the short- 
age of foreign exchange. Indonesia 
was hard hit by the fall in prices of 
her products such as rubber, tin, copra 
etc. At the same time, political con- 
ditions have not been stable whereby 
production has been much affected. 

Siam: There was a fall in exports 
from Hongkong owing to the shortage 
of foreign exchange availabie with her. 
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There were restrictions imports 
necessitated by this factor. The fall 


in the price of rice in the latter part 
of the year contributed towards the 
decline in trade. 


CHINA TRADE 

There was a slight increase in the 
trade with China but the future is-not 
bright. China has been entering into 
trade negotiations with a number of 
countries for direct trade with them. 
Ceylon has already a trade agreement 
with China. Burma and Indonesia also 
contemplate to enter’ into similar 
agreements with her. This has been a 
stiffening of policy for trade with 
Hongkong while the embargo restricted 
Hongkong exports to her. There has 
also been an inevitable channelling of 
her trade with Communist countries 
and this process may develop in tempo. 
The year 1953 witnessed some attempts 
in effecting a settlement in the Far 
East and thus paving the way for 
peace; but now it is felt that this may 
not have any beneficial effect on Hong- 
kong in so far as trade with China is 
concerned. Hongkong will have to ex- 
plore other avenues and develop the 
existing ones for her trade and stimu- 
late a resilience in her economy which 
may be able to withstand the adverse 
effects of the reduced turnover of 
trade with China. To some extent this 
has been achieved. 


JAPAN TRADE 


There has been a reduction in im- 
ports even though, during the latter 
part of the year, restrictions for im- 
ports from Japan were virtually re- 
moved. As the Indian Mercantile 
Community has a significant share of 
imports from Japan, particularly of 
textiles, this would have meant reduced 
turnover for them. 


TRADE WITH US. 


Imports from the United States were 
comparatively stationary, while exports 
showed some reduction. During the 
year, there was a slight relaxation in 
the import licencing policy of the 
United States for exports from Hong- 
kong and this may have some effect in 
the succeeding year. A peaceful solu- 
tion of the problems in the Far East 
may also result in the further relaxa- 
tion of this policy, which will, no doubt, 
be of some benefit for Hongkong. 


OUTLOOK 
The trade here during 1953 was far 
from being satisfactory. The trade 


conditions in the Colony could be im- 
proved if there is a political settlement 
of the Far Eastern problem, if South 
Korea takes advantage of the highly 
developed trade channels of Hongkong 
for its multi-million dollar rehabilita- 
tion programme and if there is a con- 
tinued use of Hongkong for recreation 
purposes for the U.S. Armed Forces. 
It will be appreciated if the Govern- 
ment here sends her representatives to 
South Korea to look into the prospects 
of greater trade with that country and 
negotiate trade agreements. 


POSSIBILITY OF SLUMP 
IN HONGKONG 


At an informal round-table discus- 
sion on the subject of ‘General Trade 
Problems’ attended by more than 70 
members of the Chinese General Cham- 
ber of Commerce at the Chamber’s 
meeting room on March 30, the Chair- 
man, Mr. Ko Cheuk-hung, after review- 
ing the business conditions in Hong- 
kong during the past year, expressed 
his hope that the Government will take 
active steps in the relaxation of Em- 
bargo Restrictions and that taxations 
will not be increased. : 

The Chairman’s’ speech follows:— 
When the Truce was signed in Korea, 
it was generally hoped that trade con- 
ditions of this Colony will improve. 
However, due to the continued U.N. 
Embargo on Trade with China, the 
situation in Hongkong did not improve. 
Hongkong, being a transit port for 
Far Eastern Trade, had prospered dur- 
ing the past century on the continuous 
flow of commodities through the 
Colony. With the beginning of the 
Embargo on China, commerce and in- 
dustry in Hongkong began to suffer. 
The total value of Hongkong’s Foreign 
Trade during 1953 was $6,606,400,000 
which is $72,100,000 less than that of 
1952. The decline during the second 
half of 1953 was more steep than in 
the first half. 1953 was the most 
difficult year for Hongkong businessmen. 
The decline of about 20% during the 
second half of 1953 as compared with 
the first half was due to the drop 
in prices of commodities. 

In 1953 the total value of Imports 
was $3,872,700,000 which 


was more 
than the total Exports ($2,733,700.- 
000). The total value of Foreign 


Trade jn January 1954 was $469,300.- 
000 and the figure for February was 
only $405,700,000. It is evident that 
the Commerce in Hongkong is heading 
down-hill. 

From the annual reports of leading 
business houses in Hongkong it seems 
that only Transportation Business, 
Publie Utilities and Building Construc- 
tion were making money while other 
trades were facing an unprecedented 
slack. Despite the struggle of many 
firms to keep their business going, at 
a loss sometimes, the situation is get- 
ting from bad to worse. One firm 
which was established in Hongkong 30 
years ago recently wound up their 
business. It is therefore harder for 
those with weaker foundation and less 
capital to survive. It follows that the 
danger of a business collapse at the 
present is far greater than during past 
years. The fundamental solution will 
be the lifting of Embargo on China 
Trade. But in view of the complica- 
tions of International Relations, this 
cannot be materialized in the near 
future. 

The hope therefore lies in the help 
from the Hongkong Government. 
Businessmen in Hongkong can gain a 
breathing spell if the Government as- 
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sumes an active attitude in the ease 
embargo restrictions and desists from 
taxation increase. To increase’ taxa- 
tion now is like getting the egg by 
killing the hen. The increase in taxa- 
tion may help the Government in gain- 
ing revenue, but the purchasing power 
of the public will be so much weakened 
that unemployment and_ salary. de- 
ducticns will inevitably follow. Under 
such conditions the Government § will 
have to spend more money on social 
welfare works and social security will 
also be affected. 


NEW COMMERCIAL 
STERLING SYSTEM 


The new commercial sterling system 
became effective on March 22nd. The 
essence of the new regulations is: to 
unify the sterling accounts; simplify 
the free movement of sterling between 
the countries outside the sterling and 


dollar areas; and to remove the restric-’ 


tions for use of sterling in transactions 
between these countries. The reform 
is sanctioning a situation which, to a 
great extent, has. practically already 
existed for some time. In this respect 
one can call it a victory of the free 
market. It has been known to the 
international trade and to the Ban" 
of England as well, that through ti 
efficiency of the free markets in com- 
mercial sterling, large scale transfers 
have been made between bilateral ac- 
counts and from bilateral to transfer- 
able accounts, often supported by special 
licenses of the British exchange con- 
trol. The underlying transactions were 
not always in strict accordance with 
the bilateral trade agreements, still, 
the British authorities have recently 
followed a more liberal policy with the 
effect that the differences in the market 
rates for .various sterling categories 
narrowed substantially. Millions of 
pounds have been transferred from 
Uruguayan account to other bilateral 
or switch or even to a transferable 
account. 

The new rules now free 
from official restrictions or obtaining 
licenses in advance. Payments of ster- 
ling from any one to any other trans- 
ferable account or resident account can 
now be made without any formality, 
without reference to the British Ex- 
change Control, and without any in- 
quiries by the paying or receiving bank 
as to the purpose for which the pay- 
ment is being made. 
Argentine wants to use _ its sterling 
earnings for purchases from Germany, 
it can remit the pounds freely. If 
Holland wants to buy’ from France 
against sterling payment, no license is 
necessary. International trade on ster- 
ling basis will be favored greatly but 
England’s export may be unfavorablr 
affected as no country is obliged an. 
more to spend its sterling earnings for 
purchases in the sterling area. Ameri- 
can exporters selling against sterling 
payment (when the foreign importer 


the trade 
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Ss received permission to do so) have 
‘a possibility to dispose of the sterling 


amount in a third country. American 
importers may obtain’ transferable 
sterling and pay with them freely 


wherever sterling is acceptable. During 
the few days of trading after the new 
rules had been announced, very sub- 
stantial amounts of the new transfer- 
able sterling have been traded and all 
markets were active. The _ starting 
price was US$2.77 and firmed further. 
Resident sterling is quoted lic below 
transferable. The much larger supply 
reservoir now available can exercise 
more effect than offers of numerous 
bilateral sterling did before. Resident 
sterling might be influenced by a new 
factor, the trade on the London gold 
market and Middle Eastern transactions 
there. 

The automatic transferability is not 
restricted to current transactions but 


is also permissible for capital  trans- 
actions. Blocked accounts remain 
blocked accounts. Sterling newly 


created by trade or officially released 
may be transferred. Any resident in 
one of the transferable countries can 
maintain a transferable account direct- 
ly and need not keep it through a 
domestic bank. The new system is not 
an appreciable step to pound conver- 
tibility; in fact, any measure’ which 
could be related to it is avoided. The 
“witish authorities will do nothing at 

.s time to promote an early conver- 
ubility. 

American banks’ considering 
taking part in the trade of commercial 
sterling. Until now the New York 
banks, with two or three’ exceptions, 
have refrained from trading commercial 
sterling as it was frowned upon by 
the Bank of England. 

The following is a summary of the 
new system concerning commercial 
sterling now in effect: 


1) American account sterling: ori- 
ginates from trade with the dollar area 
or other dollar payments. This is the 
only free convertible’ sterling. The 
dollar area includes the following coun- 
tries: United States and _ its depen- 
dencies, Canada, Bolivia, Colombia, 
Costa Rica Cuba, Dominican Republic, 
Ecuador, El] Salvador, Guatemala, Haiti, 
Honduras, Mexico, Nicaragua, Panama, 
Philippines, Venezuela, Liberia. 

2) Resident sterling: originates 
from accounts held by residents of 
Great Britain and the sterling area. 
Transfers are permitted only within the 
sterling area, unless especially licensed 
by the British exchange control. The 
sterling area comprises: Great Britain, 
the countries of the British Common- 
wealth excluding Canada, the _ British 
Mandated territories, and the following 
countries—Ireland, Burma, Jordan, 
Iraq, Lybia, Iceland. 

3) Transferable (non-resident) 
sterling includes the accounts of other 

untries outside the dollar and ster- 
.ag areas and excludes Turkey, Hun- 
gary, and Iran. The countries in this 
group were formerly classified as trans- 
ferable, bilateral and “other’’ countries 
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HONGKONG COMMODITY MARKETS IN MARCH 


The limited resumption of Indonesia’s 
barter trade with Hongkong’ and 
Thailand’s easement of import controls 
in the middle of the month as well as 
the re-opening of the London Gold 
Market and the increased _ transfer- 
ability of Pound Sterling effective from 
March 22 had an important bearing on 
Hongkong’s markets. Trade with 
United States also improved with the 
further expansion of the list of 
‘Chinese Style’ Hongkong Products 
permitted to be exported to the United 
States. Against their March Import 
Licences, buyers from mainland China 


made more purchases from  Hong- 
kong than they did in _ February. 
During the second half of March, 


China Staples were finding their ways 
to Europe, Japan and Australia via 
Hongkong. On the whole, gradual but 
steady increases were noted in_ the 
trade with mainland China, Taiwan, 
Indonesia, Thailand and South Korea 
and there were more active bookings 
with West European countries in return 
for more exports from Hongkong. No 
improvements were registered in busi- 
ness with Malaya, Pakistan, Indochina 
and India. 

Two factors which will directly and 
indirectly affect Hongkong’s trade are 
(1) Singapore’s total relaxation of the 
restrictions on movements of Japanese 
goods in parallel action to that taken 
by this Colony; and (2) the United 
Kingdom’s removal of the controls on 
imports of wolfram, oil seeds and 
vegetable oils. 

Authorization of the resumption of 
imports of cattle from Thailand at 
the beginning of the month lifted the 
9-month old embargo. The first 1,000 
heads are expected to arrive in Hong- 
kong in April. 

Cotton Yarn: At the beginning of 
the month the trade was’ slow with 
export business and local demand show- 


as, for instance, Saudi Arabia and 
Afghanistan. This_ sterling is freely 
transferable within the countries of the 
group and into resident accounts. 

4) Security switch sterling ori- 
ginates from security transactions only 
and is owned by non-residents of the 
sterling area. These are blocked ac- 
counts and can be used only for pur- 
chase and sale of securities, unless other 
use is specifically licensed by the Bank 
of England. There are two kinds:— 
American switch, owned by American 
end Canadian residents, and “soft 
switch” owned by residents of other 
countries, mostly South America and 
the continent. 

5) Registered sterling is a new 
category and originates from the sale 
of gold in London or transfers of U.S. 
and Canadian dollars or from an 
American account sterling. It can be 
used for gold purchases and is trans- 
ferable into all other sterling cate- 
gories but can be owned only by non- 
residents of the sterling area. 


ing little activity. Prices, however, 
were kept steady by the reported price 
rally on the International Cotton 
Market and the shortage of stock in 
Hongkong. During the middle of the 
month with Indonesia again allocating 
special foreign exchange, the market 
improved a little. Metals: Towards the 
end of March, the metal market in 
Hongkong was firm as a result of active 
buying support from mainland China, 
Taiwan, Thailand and the Philippines. 
Most popular items were tinplate, zine 


sheets, ungalvanized iron pipe, mild 
steel angle bar and tinplate waste 
waste. Industrial Chemicals: During 


the second week of March South Korea 


indicated the intention of buying 
5$100,000 worth of Industrial Chemi- 
cals. Taiwan and mainland China 
had also shown keen interest in this 
line and prices firmed up. By the end 
of March South Korea slowed down 


but other sources kept up their buying 
support. Items that enjoyed populari- 
ty were: industrial tallow, caustic soda, 
sodium hydrosulphite, sodium citrate, 
borax, oxalic acid, lithopone, citric acid, 
stearic acid and light calcium  car- 
bonate. Paper: Indent quotations of 
European supplies were on the increase 
which kept local prices steady. How- 
ever, by the second half of the month, 
Japanese manufacturers elbowed in 
with cheaper offers for woodfree print- 
ing, bond, duplex board, M.C. cap and 
straw board. Buying support from 
South Korea, Taiwan, Philipnines, and 
Thailand was not active. China Pro- 
duce: With the increase in purchases 
of metals and other items contingent 
upon her emergency requirements 
through Hongkong, China _ also _in- 
creased her exports of China Produce. 
Japan bought rosin, castor seed, crude 
lacquer and enquired for Kiangsi 
kaoling. British, French, and Italian 
sources interested in egg pro- 
ducts. Australia bought some wood- 
oil and Europe ordered bamboo sticks 
and hog bristles. Other China Produce 
enjoying active trade were: ramie, 
camphor powder, gypsum, groundnut 
cake, sesamum seed, hemn seed, ground- 
nut kernel and mustard seed. There 
were indications that export controls 
on many essential staples may be fur- 
ther tightened. Pharmaceuticals: With 
keen buying interests from mainland 
China, Taiwan and South Korea, Peni- 
cillin Procaine, Oil, 3,000,000 u.. 10 
ec and Dihydro-Streptomycin enjoyed 
firmer prices. Towards the end of the 
month, prices for aspirin’ powder, 
salicylic acid, neo Salvarsan, amido- 
pyrin, antipyrin,_ isonicotinic acid 
hydrazid tablets, quinine’ ethylcar- 
bonate, santonin crystal, phenacetin, 
benzoic acid, sulfathiazole powder and 
PAS powder also chalked up. 


Hongkong Commodity Market Prices in 
March 


Cotton Yarn—HK 20s $1,155/1,190 per bale. 
Indian 16s $945. Italian 42s $1,780. Egyptian 
20s $1,095. Japanese 30s $1,500; 40s $1,510. 
Taiwan 32s $1,460 per bale. 
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Metals—-Round Bars, Continental 5/16" dia 
$35 per picul; $35; %" $34.50; $34.50; 
$34.50; HK-make dia $34 per picul; 
$34: $384; $34. Mild Steel Plates: Japanese 
4’ x 8 x 1/32” $55 per picul; 4° x 8 x 3/32” $45. 
Galvanized Steel Plain Sheets, U.K. 4° x 8 x 
1/32” 56c per Ib. 4° x 8 x 3/32" 55c¢ per lb. 
Tin Plate Waste. Waste: Misprint, US $45 per 
picul. Black Iron Plate Waste, Waste ;_ US 
18". x 24” and larger G29/G33 $33 per picul. 
Tin Plates, US 20° x 28", 200-Ib-case of 112 
shts $93 per case. Galvanized Iron Sheets, 
Japanese 3° x 7° USSG 24 52c per Ib. Black Iron 
Plates, Japanese 3’ x 6’ G24/G26 $54 per picul. 
Aluminium Sheets, Japanese Im x 2m 99.5% 
alloy G22 $2 per Ib. G28 $2 per Ib. Zine 
Sheets. Continental 3’ x 8 G5 $93 per picul, 
G6 $95 per picul. Brass Wire, Japanese G14/ 
G16 $335 per picul. Gal. Iron Wire, Con- 
tinental or Japanese G10 $43 per picul, G14 $44 
per picul. 


Industrial Chemicals—cCitric Acid (Crystal): 
UK. l-ewt keg $1.90 per Ib. Oxalic Acid (Cry.): 
German 250 kilo barrel &85c per lb. Calcium 
Hypochlorite: Japanese 70% 50-kilo drum 
per Ib. Carbon Black: German 96-kilo case of 
& paper bags $175 per case. Arabic Gum: 
Soudan Elephant Head 100-kilo bags 7l‘%.c per 
Ib. Lithopone, 30°: German 50-kilo paper bag 
3314c¢ per lb; Bayer’s 50-kilo paper bag 34c 
per Ib. Silicate of Soda: Japanese 330-kilo 
drvm $119 per drum; Sodium Cyanide: German 
l-cwt drum per lb.; Sodium Hydrosulphite: 
French 100-kilo drum $95 per picul; German 
100-kilo drum $90 per picul; Sodium Sulphide: 
U.K. 5-ewt drum $480 per ton. 


Paper—-Newsprint: (reams) %31"" x 43’, Con- 
tinental 50/52 gr. 50-lb ream $23.60 per ream; 
Polish 50/52 gr. 50-lib ream’ $23.40 per ream; 
Norwegian 40 gr. 38-'b ream $25.20 per ream. 
Cellophane, 30 gr: Belgian 36°" x 39° $82 per 
ream: Italian 36°" x 39°’ $81 per ream; Japanese 
26"" x 39" $103 per ream. Packing Paper, M.G. 
Cap, 20 gr 1714 Ib ream 25" x 44”: Austrian 
$10.80/10.90 per ream: Norwegian $10.80/11.10 
per ream; Japanese $10.80 per ream. Bleached 
Papers: Bond Paper 22"’ x 34°’ white Norwegian 
or Swedish with water mark 60 gr 32 lb ream 
$29.50 per ream; C. Europe with w.m. 60 gr 
32 Ib ream $27.50. Continental without w.m., 
60 gr. 32 Ib ream $24.20/26.50 per r.; Japanese- 
without w.m., 60 gr. 32-lb ream $23.50. Glazed 
H/S Woodfree Printing 31° x 43”, Austrian, 
Czech or Dutch 60 gr and over, 57/60 lb ream 
T0a per Ib.:; 85/95 ger. 80/100-lb ream 69c/71\%e 
per Ib. Duplex Board, 1-side coated, Swedish 
250 gr. 240-lb ream 31” x 43” $150/153 per 
ream; Jap. 250 gr 240-lb ream 31°" x 43” $127; 
Czech. 230 gr 220 lb ream 31°’ x 43” (March) 
$118 per ream. 


Cement— Green Island Emerald 112 lb bag $7.10 
per bag: 100 Ib $6.20 per bag; Japanese 100 Ib 
bag $6.10: Green Island White Cement l1-cwt 
bag $15.50; Danish White Cement l-cwt bag 
$15.90. 


China Produce—<Aniseed Oil 15 deg $882.50 
per picul net weight. Cassia Oil 80/85% C.A. 
$825 per picul. Castor Seed Oil, N. China gross 
for net $140 per picul. Woodoil, Refined, in 
bulk forward $113.50 per picul. Cotton Seed 
Oil Continental, forward $118 per picul. Citro- 
nella Oil, Taiwan $3.70 per lb. Soyabean Oil, 
Jap. refined, gross for net $144 per  picul. 
Aniseed Star, Nanning 2nd $105 per picul. 
Toasted Garlic, Kam Shan $70 per picul, Kong- 
moon $36. Taleum, Kwangsi $10 per  picul. 
Rhubarb, Tientsin Ist $58 per picul. Teaseed 
Cake, West River thick $16.50 per picul. Horse 


Bean, Middle East below average size $37.15 
per picul. Wheat Bran, African old stock $23 
per picul. Sesamum, unhulled, Macassar white 
$92.50 per picul, Sudan creamy white forward 
$92, Sourabaya vellow $81. Maize, Rangoon 
white forward $23.70 per picul. Red Bean, 
Jap. $110 per picul; Sova Bean, S. African 


large $61.80 per picul, U.S. 1st q. $58.50, U.S. 
2nd $55.80; String Bean, Vietnam white $47 per 
picul; Green Bean Rangoon small black forward 
$26.80 per picul. Groundnut, shelled, Sourabaya 
new stock $101 per picul. 


HONGKONG SHARE 
MARKET 


Report for last week:— 


Monday: The Exchange was gen- 
erally steady and there were only minor 
variations either way. Market leaders 
were quiet and unaltered, but Amal- 
gamated in the rubber section scored 


‘further gains in increased popularity. 


The Secretaries for the Yangtsze 
Finance Co. have announced that at 
close of business on March 26 their 
shares had a statistical value of $8.11, 
up 20c from February 26. 


Tuesday: Conditions were generally 
quiet, but Yaumati Ferries made a 
spectacular recovery and business was 
transacted at $142 ex. div., a rise of 
$7 from the opening rate. Lands were 
strong and Unions advanced on 
paucity of scrip. A fairly sharp rise 
in the price of raw rubber in the 
United States helped to maintain the 
steady demand for Amalgamated 
shares. 


Wednesday: Activity was restrained 
and the trend was indecisive. Yau- 
matis yielded some ground on light 
profit-taking but closed with new 
buyers at lower levels. Shanghai 
shares continued their steady upward 
movement but business all along was 
negligible owing to shortage of sellers. 
Recent firmness in rubbers was again 
cenfirmed and fresh advances were 
made by Amalgamated and Rubber 
Trust. There was no special feature 
elsewhere and the undertone at noon 
was satisfactory. 


Thursday: Occasional early hesitancy 
appeared generally and _ shares were 
selectively inclined to edge lower as 
corrective profit-taking was _ noted. 
Utilities were fractionally easier where 
changed, and light irregularity deve- 
loped in Wheelocks and Allieds. The 
general undertone however was steady 
at the close. Bright spots were pro- 
vided by rubber shares and Amal- 
gamated continued their impressive rise 
in brisk dealings. Rubber Trust were 
also prominent in the recovery move- 
ment and added fresh gains. The trend 
continued firm. 


Friday: Dull conditions prevailed and 
trading was on a lighter scale. Dairy 
Farms eased on the final dividend an- 
nouncement of $1.70 less tax. un- 
changed, and sellers came out at $27.30 
in the afternoon. The market closed 
fairly steady. 


Report for the month of March:— 


A feature of March trading was the 
steady improvement in Hongkong Bank 
shares which registered a 6% rise over 
the period. Confidence in the market 
was also manifested in the continued 
support of Public Utilities, and new 
highs were frequently noted in these 
issues. At the month’s’ end buyers 
were content with a return of inside 
634%. Hotels were frequently active 
and on balance better, but Allied In- 
vestors were inclined to be sluggish and 
closed below the best on _ persistent 
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liquidation. Wheelocks, Godown Stocl 
Stores & Cottons fluctuated within 
narrow limits on indecisive trends, but 
Rubbers, particularly Amalgamated, 
appreciated sharply aided by higher 
commodity rates from Singapore and 
New York. 

Dividend Announcements were made 
by Hongkong & Whampoa Dock Co., 
Hongkong & Yaumati Ferry Co., China 
Entertainment & Land Investment Co. 
and China Emporium. 


Business reported during March 
$21,714,770. Business reported in 
1953: $150,766,890. Business for Jan./ 
March this year: $61,308,578. Business 
reported March, 1953: $6,493,213. 


SINGAPORE SHARE 
MARKET 


Industrials continued steady but Tin 
Shares were mostly erratic and in both 
cases the turnover was no better than 
moderate. Loans and Rubbers con- 
tributed to a greater extent to the 
slightly reduced total volume of busi- 
ness written. Gone is the general 
exuberance of the Industrial market 
and investors have been inclined to 
question price advances and make 
commonsense efforts to assess the out- 
look for the future before incurrir 
commitments. In short, the gospel 
caution and selectivity is slowly spread- 
ing. Gammons had a large turnover 
around $3.30 and Federal Dispensary 
had an increased number of profit 
takers at $3.03 and $3.00. Straits 
Steamship eased to $20.00 on the an- 
nouncement of the proposed payment 
of 17%% instead of the previous 20%. 
Henry Waugh recommended ex- 
pected final dividend of 15% and ex- 
changes took place at $2.27% cum divi- 
dend and cum the right to take up one 
share for every five held, at a cost of 
$1.80 per share. Conceivably, Presi- 
dent Eisenhower’s disclosure that he 
had not made up his mind concerning 
the closing of the Texas smelter, was 
the cause of increased offerings of Con- 
solidated Tin Smelters. Again, the 
failure of the Singapore Traction Com- 
pany to raise its dividend beyond 10% 
led to business at 26/7% cum dividend. 
Sime Darby advanced sharply from 
$2.05 to $2.16 and Hammers recovered 
to $2.87% ex all. Both Hongkong 
Banks and Union Insurance were firm 
and United Engineers reached $12.70 
before sellers met demand. 

In his statement covering the opera- 
tions in five countries of Henry Waugh 
& Company Limited the Chairman has 
dealt most ably and concisely with 
political and economic factors which 
affect business. During the first quar- 
ter of 1954 the Company’s trading has 
equalled last year’s average but the 
Chairman expressed doubt wheth 
profits will suffice to maintain 25% . 
the larger capital resulting from the 
proposed new issue of $510,000 stock 
at $1.80 per unit. New Capital will 
be used in property development. 


= 
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T Local activity in Tin Shares was at 


low ebb, due mainly to doubts as to 
duration of the present satisfactory 
metal price. Buying orders for con- 
siderable quantities of London Tin 
came from the United Kingdom, and 
London absorbed a continuous stream 
of Ampats at prices varying from 8/9 
to 8/3. Ampats with three dredges 
working and a capital of £250,000 con- 
sisting of 4/- units, had a write up in 
a recent Financial Times. Katu and 
Renong Consolidated closed strong on 
the declarations of 2/- dividends free 
of tax. Talam and sellers at $2.62% 
but Hong Fatts came in for increased 
demand up to $1.35. 

Although numerous Rubber’ Shares 
were marked up only a small number 
of transactions took place. However, 
increased interest was apparent and 
any further strengthening of demand 
could cause extensive price rises. 


Fair parcels of Local War Loans and 
British 34%.% War Loan, were absorbed 


but keen demand for Singapore tax- 
ables was far from satisfied. 


Business Done 20—26th March 1954. 


Industrials:—-Fraser & Neave Ords. $2.071%4 to 
$2.09, Federal Dispensary $3.03 and $3.00, 
Gammons $3.30 to $3.35, Hammers $2.75 to 
$2.87% x all., Hongkong Bank Col. $8971%, 
Hongkong Bank Lon. £98.3.4., Malayan Cement 
$1.26, Raub Gold $1.50, Sime Darby $2.05 to $2.16, 
Singapore Cold Storage $4.65 to $4.55, Straits 
Steamship $20.00 ed cb, Straits Traders $21.75 
to $22.00, Stanton Nelson $1.15, Singapore 
Traction Co. Ords. 26/7% ed, United Engineers 
Ords. $12.70 to $12.65, Union Insurance $465 
and $466, Henry Waugh $2.25 and $2.27% cd, 
Wearne Bros. $2.38 to $2.40. 


Tin:—Batu Selangor 65 cts. and 62 cts, Hong 
Fatt $1.35 and $1.37%, Jelebu 66% cts, Kuchais 
$1.91, and $1.92%, Petaling $3.50 to $3.45, 
Rantau $2.15 and $2.17%, Talam Mines $2.62%%4, 
Austral Amal 10/6 to 11/- to 10/9, Larut 11/1% 
and 11/-, Lower Perak 11/9, Renong Consol. 
13/3, Ampats 8/1 to 8/7 to 8/3, London Tin 
5/9%, Renong Tin 11/3, Southern Kinta 15/6. 


Rubber:—Amal. Malay $1.05, Ayer Panas 72 
cts, Chota 1/134, Hamilton Rubber $1.15, Kuala 
Sidim $1.25 and $1.27%. 

Overseas Investments :—British :—-Army & 
Navy 34/9 to 36/3, Bristol Aeroplanes 20/11, 
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Daniel Adamson Ords. 20/6, Oriental Telephones 
82/-, Shell Transport 107/9. 


Australian:—Ampol Pets. A 31/-, Humes Ltd., 
A 50/- ced, Mainguard A 3/-, Mount Lyell 13/- 
sterling. 

Hongkong:—Bank of East Asia HK$168, Cald- 
becks HK$29.00, Hongkong Realty HK$2.10. 


South Africa:—Bancroft 13/6. 


(Continued from Page 440) 


chuan in the Southwest has set itself 
the target of over 11% more cotton 
than last year. 

Preparations for cotton planting have 
been going on for the last two months; 
25,000 tons of seed and 500,000 tons of 
fertiliser have been transported to the 
cotton districts in Hopei and Shansi. 
Supply and marketing cooperatives in 
Shantung are supplying cotton growers 
with over one million kilogrammes of 
insecticide, tens of thousands of tools 
and considerable quantities of chemi- 
cal fertiliser; 1,500 tons of hardy, 
high-yielding cotton seed are being re- 
shuffled from Kiangsu to other areas. 


HONGKONG COMPANY MEETINGS 


HONGKONG AND WHAMPOA DOCK COMPANY, LTD. 


At the ordinary yearly meeting of 
the Hongkong and Whampoa _ Dock 
Company, Ltd., held last week, it was 
shown that the net profit for the year 
amounted to $1,622,353 which, with the 
amount brought forward from 1952 
made a balancé of $3,729,243. A 
dividend of $2 per share was declared. 


In the course of his address, the 
Chairman stated that shareholders had 
been warned at the ordinary annual 
meeting of last year that a recession 
in the volume of Far Eastern shipping 
trade had already begun to show its 
effect but in spite of prevailing con- 
ditions, which have applied to ship- 
yards elsewhere, the Company had 
managed to obtain a reasonable pro- 
portion of the work that was offering 
locally. 

Our principal business continues to 
be that of ship repairing, although a 
considerable quantity of general en- 
gineering work has been entrusted to 
us during the past year. The actual 
number of vessels handled by the 
Company was larger, and the gross 
tonnage was approximately the same 
as for 1952, for no less than 650 ves- 
sels, with an aggregate of approxi- 
mately 2,500,000 gross tons, were dealt 
with, and of these ships about half 
entered our dry docks, while the re- 
mainder were repaired alongside our 
wharves or at anchorages; but actual 
repair work was_ substantially less. 


.~The list of vessels repaired at our 


ards again covers a very wide range 


..of types and nationalities, but through- 


out our long experience as ship repairers 
we have continuously equipped our 
yards so that we are able to deal effi- 


ciently and promptly with every type 
of vessel which may come to us, from 
local harbour craft to coasters, passen- 
ger and cargo liners, oil tankers, and 
ships of Her Majesty’s Navy. During 
1953 we were privileged to carry out 
dry docking of and incidental repairs 
to several of Her Majesty’s warships, 
some of them well known ships that 
had been.on active service in Eastern 
waters, but otherwise our work has 
been largely concentrated on the main- 
tenance and repair of merchant ton- 
nage engaged in the peaceful purposes 
of trade and commerce. Work upon 
large scale conversion jobs was scarce, 
but we secured a fair amount of Special! 
and Annual Survey repairs, and also 
completed conversions for’ burning 
heavy fuel in motorships, cargo _in- 
sulation work, and some damage re- 
pairs. As the direct outcome of the 
smaller volume of cargo which has been 
handled in the port over the past year, 
several of our’ established customers 
appear to have found it more con- 
venient to have survey repairs to their 
vessels carried out at their terminal 
ports instead of at Hongkong, and we 
sincerely trust that this will prove a 
temporary measure only, because we 
are confident that the quality, speed 
and price of our repairs at Hongkong 
are more favourable than elsewhere. 


In my report for last year I men- 
tioned the launching of the new motor 
fire float “Alexander Grantham” which 
was then being built to the order of 
the Hongkong Government. This ves- 
sel was completed in July 1953, and 
shortly afterwards we completed and 
delivered, also for the Hongkong Gov- 


ernment, “The Lady Maurine” which, 
as we have been pleased to see, is now 
serving a dual purpose as the official 
yacht of H.E. the Governor and as 
a lighthouse tender. research 
trawler for the University of Hong- 
kong, to which I also referred last year, 
was completed and delivered during 
the year under review. Each of these 
three vessels has taken up its important 
role in the life of the Colony. It has 
been gratifying to see the extensive 
reference in technical journals pyblish- 
ed in Great Britain and elsewhere re- 
lating to them, and especially to the 
motor fire float, which is an outstand- 
ing example of the high quality of 
work we are able to supply. Through- 
out the year your Board have given 
consideration to the practical aspect 
of developing further the shipbuilding 
side of our business, but we are still 
handicapped by the price we have to 
pay for steel as compared with ship- 
building yards in Great Britain, which 
are still supplied with steel at rates 
substantially cheaper’ than those 
charged for export customers, quite 
apart from the freight charges. 

As the inevitable natural outcome 
of the reduced volume of business we 
were able to obtain, there has been 
less work for our skilled labour force 
to carry out, and consequently there 
have been periods of unemployment 
for the workpeople in several of our 
departments. In common with every 
other good employer in the Colony, 
and as one of the largest employers 
of labour, we would like to see our 
labour force in regular employment, 
but there is obviously a limit to em- 
ployment in the face of scarcity or 
absence of work to do. Any other 
course would quickly put us out of 
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business, and being necessarily subject 
to prevailing world economic conditions 
we must hope and do all in our power 
to ensure that we can compete effec- 
tively under those conditions so that 
we obtain sufficient work to keep as 
much as possible of our skilled labour 
force justifiably employed. Upon any 
assessment unemployment arising from 
slack business is distressing and harm- 
ful, but it would be especially deplor- 
able for the Colony generally and for 
Companies like our own in particular 
if, as a consequence, the skilled artisans 
of Hongkong were compelled by force 
of economic circumstances to drift 
away in order to find employment else- 
where in some more prosperous area 
than the. one in which they now live. 


While comparatively little has been 
spent during the year upon the pur- 
chase of fixed assets, the usual care and 
maintenance has been carried out upon 
the existing buildings, plant, machinery, 
etc. The extensive repairs to our 
piers and jetties to which I referred 
last year have since been completed. 


Stocks have been maintained at a 
high level, and our Company holds 
adequate stocks of all materials, parti- 
cularly steel and timber which = are 
required in our business’ as _ ship-re- 
pairers, and which enable us to carry 
out repairs on the largest scale at 
immediate notice. 


As I have mentioned previously, the 
Net Profit for the year amounts to 
$1,622,353 and the sharp decline from 
the figures for the year 1952 is almost 
entirely due to the decreased balance 
on Working Account, which was caused 
by the smaller volume of business ob- 
tained. In view of the extremely diffi- 
cult conditions prevailing your Dhirec- 
tors consider the result as by no means 
unsatisfactory. 

You will probably wish me to adé 
some words about the Company’s pro- 
spects. I necessarily do so with cau- 
tion, because even at the best of times 
shipyards, by reason of the diversity 
of their operations, are subject to un- 
predictable influences. If I tell you 
that so far 1954 has shown a slight 
improvement on the same period in 
1953 you must not assume that the 
d.ficulties with which we have been 
beset have been overcome. Competi- 
tion is ferecer; Germany and Japan are 
back in our business upon their resur- 
rection from post-war prostration, and 
although neither of their economies can 
be said to have attained a static posi- 
tion, in the meanwhile they are often 
able to quote cheaply by reason of 
their unrealistic capitalisation and other 
transitory facters. In matters _in- 
volving efficiency or the time taken 
to complete a job we claim superiority 
over them; we believe that we can 
generally compete with them in price 
and that always a customer’ will get 
better value for money at Kowloon 
Dock, but before the _ excellence of 
our work can be proved by the acid 
test of experience, we have first to 
obtain the orders, and this brings me 
back to my earlier themes, on which I 
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HONGKONG LAND INVESTMENT AND AGENCY CO., LTL 


At the annual general meeting of the 
Hongkong Land Investment & Agency 
Company, Ltd., held last week, a profit 
was shown on the workings of the 
past year of $5,850,653 to which is 
added the balance brought forward 
from the previous year making a total 
of $5,931,288. 

In reviewing the year the Chairman 
referred to the redevelopment of No. 7 
Queen’s Road, Central, (Alexandra 
House) which had been completed, 
and said: “This building provides a 
total of about 73,000 square feet of 
accommodation and_ represents’ the 
maximum development permitted under 
the local Building Regulations. The 
final cost of the redevelopment will 
be about $3,850,000, upon which the 
Company is assured of a satisfactory 
return, although the rents’ charged 
compare favourably, from the point of 
view of the tenant, w:th the present 
general level for other new buildings 
in the neighbourhood. 


“The decision to proceed with the 
construction of the second section of 
Alexandra House, so far the largest of 
the series of redevelopment works 
undertaken by your Company in the 
Central District since the completion 
of Gloucester Building in 1932, was 
taken by your Directors in full con- 
fidence that this move is sound and in 
the interests of both the Company and 


the Colony’s business community. 


Company's present waiting list of ap- 
plicants for business premises is 
already far in excess of the accom- 
medation which will be available in 
this building. 

“There are still five buildings in the 
Central ‘District which do not do jus- 
tice to the potentially valuable sites 
occupied. They are all upwards of 
fifty years old, and although still basi- 
cally sound, the risk of structural de- 
tericration and the cost of repairs and 
maintenance must inevitably increase 
with the passing of the years. No de- 
cision has yet been taken as to which 
of these old buildings will be next for 
demolition or when this will take place, 


propose to bring this Statement to an 
end. The Company’s liquid cash posi- 
tion is designed to enable it to go after 
business as competition intensifies, and 


the shareholders. bearing in mind that. 


when all is said and done the Com- 
pany’s assets are only worth what they 
will produce, are asked to support the 
Board in pursuing a conservative finan- 
cial policy. As a concomitant of that 
policy labour too must play its part 


to ensure that the quality of crafts- 


manship is such that we can claim 
on grounds of merit alone the patron- 
age of our customers. 


but shareholders are reminded of the 
assurance given last year that the 
Directors will not commit the Com- 
pany to further redevelopment ex- 
penditure unless they are completely 
satisfied that your best interests will 
be served thereby. . 

“After considering in the light of 
developments during the year the 
capitalisation policy which was ex- 
plained in the Chairman’s Statement 
last year, your Directors decided to 
recommend that the Issued Capital of 
the Company be increased to $25,000,- 
000 by the issue of a further 250,000 
shares of the nominal value of $25 
each. They estimate that a sum ap- 
proaching $2,500,000 will be needed to 
cover the Company’s additional cash 
requirements up to the completion of 
the second section of Alexandra House, 
which your Directors propose to raise 
by issuing 100,000 new shares at par. 
At the same time they’ will recom- 
mend that $3,750,000 from the Building 
Development Reserve Account be capi- 
talised and distributed to shareholders. 
by issuing a further 150,000 shares, 
fully paid up. These two issues will 
raise the Company’s Issued Capital * 
1,000,000 shares, on which there is gov 
reason to suppose that if conditions 
remain as at present the customary 
dividend of $4 per share, less Tax, can 
be maintained, with a fair margin.”’ 

Referring to the Report of the Com- 
mittee which reviewed the working of 
the existing legislation and made re- 
commendations for the revision of the 
Landlord & Tenant Ordinance, 1947, 
the Chairman states that although the 
Committee’s recommendations relating 
to rent control were not fully accepted 
by Government, an increase amounting 
to 25 per cent of the standard (1941) 
rent was allowed for business premises 
with effect from September 1, 1953, a 
very modest improvement considering 
the extremely low rents paid by the 
fortunate occupiers of controlled pre- 
mises. This increase’ benefited the 
Company’s rent roll by $18,000 month- 
ly. A second increase of the same 
percentage becomes. effective from 
March 1, 1954, applicable to both busi- 
ness and. domestic premises. There 
can be no doubt that, under conditions 
of acute shortage of accommodation, 
such as those obtaining in the years 
following the reoccupation of the 
Colony, the relationship between the 
landlord and tenant should be govern- 
ed by equitable legislation, especially 


as regards protecting the tenant fro’ 


eviction. But it is another matte 
whether, for reasons which were fully 
set out in the Committee’s Report, the 
continuance at the present time of 
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sislative control is necessary, especial- 
ly as regards business premises. In 
any case, surely the mere existence of 
a shortage of accommodation is no 
argument legislative provisions, 
whereby uneconomic and _ unrealistic 
rentals are payable by the Tenant. 
It is to be hoped that some further 
and more equitable adjustments will 
not be unduly delayed.” 

Dealing with the accounts, the 
Chairman stated that the net profit for 
the year 1953, before providing for the 
proportionate amortisation of 75-year 
Crown leases and for the depreciation 
and replacement of buildings, amounted 
to $5,850,653, an increase of $1,335,222 
over the corresponding figure for 1952 
after excluding the profit on the sale 
of property in 1952. The Gloucester 
Hotel showed a net profit of $309,044. 
This represented an improvement of 
$92,603 over 1952, but still did not 
compare favourably with the return 
which might be expected from _ the 


valuable premises occupied by this esta- 
blishment. 

After deducting the total amount 
reserved for depreciation and replace- 
ment, the net figure for buildings at 
December 31, 1953, was $20,004,700, 
an increase of $2,490,700 over the cor- 
responding figure for 1952. This re- 
presented capital addition of $3,849,509 
mainly for the new building at No. 7 
Queen’s Road, Central, less $1,359,809 
which was added to the amount re- 
served for the depreciation and re- 
placement of buildings for the year 
1953. 

The amounts in the appropriations 
reserved for taxation and-for the de- 
preciation & replacement of buildings 
had increased, the former in proportion 
to the increased profit for 1953, on 
the basis of which the amount of tax 
payable for the year 1954/5 would be 
assessed, and the latter by the inclusion 
in 1953 of a full year’s provision at 
21% per cent on the cost of the first 
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portion of Alexandra House, which was 
completed in June 1952. 

Both the interim and the proposed 
final dividends amounted to $2 per 
share, less tax at 12% per cent, but 
for 1953 the dividends were payable 
on 750,000 shares as against 700,000 
in 1952. The additional 50,000 shares, 
on which the gross dividend for the 
year amounts to $200,000, had been 
taken up by the Permanent & Manag- 
ing Director. The transfer of $1,050.- 
000 to General Reserve brought this 
up to $3,000,000 so that, after deduct- 
ing the $1,250,000 withdrawn to write 
off the balance of the Permanent & 
Managing Director’s Compensation Ac- 
count, this Reserve was reduced by 
$200,000. The sum of $58,000 had 
been included to cover the customary 
bonus to Staff, leaving $138,879 to be 
earried forward to 1954. 

Following the annual general meet- 
ing, an extraordinary general meeting 
of the Hongkong Land Investment & 
Agency Company, Ltd., was held at 
which the following special resolutions 
were approved: The capitalisation of 
$3,750,000 from the Building Depart- 
ment Reserve for the distribution of 
150,000 fully paid up shares; The rais- 
ing of $2,500,000 by the issue of a 
further 100,000 shares at par. In 
proposing the resolutions, the Chair- 
man stated that with the completion 
of the new building on Queen’s Road 
and the continued demand ffor all 
available accommodation the Com- 
pany’s present revenue is well able to 
support the substantial increase’ in 
issued capital now proposed. “I think. 
it is fair to add that although your 
Company’s fortunes are of course 
linked with those of the Colony as a 
whole, the situation of your main pro- 
perty holdings in the heart of the busi- 
ness district and rental policy 
adopted by your Directors offer well 
founded assurance of the comparative 
stability of your Company’s earnings. 
The proposals now before you may 
therefore be regarded as reflecting the 
progress which your Company has made 
in the material improvement of its 
properties and adjusting its. capital 
structure to the changes which have 
taken place since the Pacific War.” 
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or TWA Office, 25 St. George’s Building. 
Save 10% by Hong Kong reservations. 


FLECTRICAL ENERGY 


The Metropolitan- Vickers Electrical Co., Ltd. has a 
world-wide reputation for Power Station Equipment 
and Electrical Machinery and apparatus of all kinds. 


TURBO and HYDRO-ELECTRIC GENERATORS «+ G4S 

TURBINES «= MARINE ELECTRICAL EQUIPMENT «+ 

TRANSFORMERS + ELECTRIC TRACTION «= MOTORS 

AND CONTROL GEAR + METERS, RELAYS AND 

INSTRUMENTS «= WELDING EQUIPMENT + SWITCH- 

GEAR + RECTIFIERS «= ELECTRONICS & RADIO + 
LAMPS & LIGHTING 


METROPOLITAN-VICKERS ELECTRICAL CO., LID. 


MANCHESTER 17, ENGLAND 
Member of the AEI group of companies. 
Enquiries to: 
HONGKONG: Arnhold & Co., Léd., Holland House, Ice House St. 


SHANGHAI: 3 Sassoon House 
SINGAPORE: MeAlister & Co., Léd., 5, Battery Rd; also at Ipoh, 


Penang & Kuala Lumpur 
BANGKOK: Steel Bros. & Ce., Léd., Chartered Bank Buildings 


TRANS WORLD AIRLINES : 
| 
J 
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EXPERIENCE AT YOUR SERVICE 
To 


SOUTH AFRICA 


and | 
SOUTH AMERICA JY. V. 


Regular Monthly Fast Express Service by our well-known vessels 
BOISSEVAIN, RUYS, TEGELBERG ete. 


To 

BRITISH EAST AFRICA 
and 

SOUTH AFRICA Y. 


Regular Monthly Service 
Accepting Transhipment Cargo on Through Bills of Lading 


To 
West African Destinations 


To 
SINGAPORE AND INDONESIA 


| Regular Fast Service by Our New Comfortable Vessels 
TJIWANGI/TJILUWAH every 2nd and 16th of each month. 


Refrigerated cargo space, cargo oil tanks, 
and strongroom compartnients available 


To 
AND INDONESIA 
( including BALI) 


Special Holiday Roundtrip Fares 


JAPAN 


Agents for 
HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 


Offices in Hongkong, Japan, Philippines, Indonesia, 
Sydney, Durban, Buenos Aires, Amsterdam. 


AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


” > ROYAL INTEROCEAN LINES 


King’s Bldg. ground floor, Tels. 28015/18. Hong Kong. 


| 


| 


Fly Pan American 
to the U.S.A. 
via Europe 


| Visit Paris and London 
on your way! 


— 
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. 
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Fly by giant Super-6 
Clipper* from Hong Kong 
to Europe. Stopover at no 
extra fare in Rome, Paris, 
or London, if you wish, on 
your way to the U.S.A. 
Then fly on to New York 
by one of Pan American's 
three transatlantic serv- 
ices: De luxe President or 
President Special service 
or Rainbow tourist fare 
service. Three flights 
weekly from Hong Kong. 


For reservations, call your travel agent or 
Alexandra House, Phone 37031, Hong Kong 


Peninsula Hotel, Phone 57694, Kowloon 


*Trade-Mark, Pan American World Airways, Inc. 


Pan American World Airways, Inc., Incorporated in the State of New York, U. S. A., with limited liability 
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WEW LOW FARES 


Introduces World-Wide Tourist Class Services 


kly Tourist 


Fully pressurized 4-engined aircraft 
Courteous and efficient service 


Complimentary meals 


Fy. 


Bar service 


. all this and BIG savings too. 


Consult your Travel Agent, or Jardine, Matheson & Co., Ltd. 
Telephones 27794, 59161 


BRITISH OVERSEAS AIRWAYS CORPORATION 
HKM-043 


) 


The PORT of LONDON AUTHORITY 


A Self-governing Public Trust for Public Service 


London—the Premier Port of the 
Empire — equipped for all types 


of ships and cargoes, 


For full particulars apply : : 
GENERAL MANAGER, PORT OF LOROON AUTHORITY, LONDON, £.C.3 


GILMAN COMPANY LTD. 


@ MERCHANTS 
@ SHIPPING AND 
@ LLOYDS AGENTS 


HEAD OFFICE: 4A DES VOEUX ROAD. CENTRAL, HONG KONG. 


INSURANCE 


CABLES: GILMAN HONG KONG. 
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DODWELL COMPANY 
LTD. 


HONGKONG & SHANGHAI BANK 
BUILDING 


HONG KONG 
P.O. Box No. 36 Telephone No. 28021 


Importers, Exporters, 
Insurance Agents, Machinery and 
Contracting Engineers, Refrigeration 
Engineers, Office Equipment Experts, 
Wines and Spirits Stockists, Suppliers 
of Ships’ Paints, 

Pharmaceuticals. 


Shipping and 


Provisions and | 


HEAD OFFICE: 
24, ST. MARY AXE, LONDON, E.C.3 


BRANCHES: 
HONG KONG MANILA 
TOKYO NEW YORK 
YOKOHAMA VANCOUVER 
NAGOYA COLOMBO 
KOBE CANTON’ 
OSAKA FOOCHOW’ | 


* Business temporarily suspended. 


SUBSIDIARIES :— 
Dodsal Limited, Bombay. 
Dodwell & Co., (Aust.) Pty. Ltd., Australia. 


_ Dodwell & Co. (East Africa) Ltd., Nairobi, 
Kenya. 


_ Gardner Diesel Engines, Ltd., Vancouver 


JARDINE, MATHESON 
& CO., LTD. 


14/18, PEDDER STREET, 
HONG KONG 


HONG KONG, CHINA, JAPAN 
TAIWAN & KOREA 


Importers and Exporters, 

Tea and General Merchants, 

Insurance, Shipping and 
Air Transport 


GENERAL MANAGERS: 
The Indo-China Steam Navigation Co., 
The Australia China Line 


The Hong Kong Fire Insurance Co., Ltd. 
Jardine Aircraft Maintenance Co., Ltd. 


Ltd. 


GENERAL AGENTS: 


Lombard Insurance Co., Limited 
British Overseas Airways Corporation 


AGENTS: 


Glen Line Limited 

Royal Mail Lines Limited 

Prince Line Limited 

Western Canada Steamships Co., 
Pacific Transport Lines, Inc. 
Furness, Withy & Co., Ltd. 

The Union-Castle Mail Steamship’ Co., Ltd. 
Alliance Assurance Co., Ltd. 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. 

Thistle Insurance Co., Ltd. 

The Legal Insurance Co., Ltd. 

Economic Insurance Co., Ltd. 

The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Ltd. 
Hong Kong Airways Limited 


Ltd. 


THE JARDINE ENGINEERING 
CORPORATION LIMITED. 


| | 
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MAERSK LINE 


Managed by 
A.P. MOLLER, COPENHAGEN 


General Agents U.S.A. 


MOLLER STEAMSHIP COMPANY INC., 
NEW YORK 


Fast Fortnightly Sailings To: 
NEW YORK, BOSTON, BALTIMORE & 


PHILADELPHIA 
via 
JAPAN, SAN FRANCISCO, LOS ANGELES & 
PANAMA 
M.V. “LAURA MAERSK” ... ... .... Apr.. 19 
M.V. “MAREN MAERSK”... .... .... May 2 


Accepting Transhipment Cargo on Through 
Bills of Lading for Central and South 
America, Caribbean and Gulf Ports. 
Special Strongroom Compartments & 

Refrigerated Cargo Space. 


Arrivals from U.S.A. 


M.S. “CHASTINE MAERSK” ._... Apr. 20 
M.S. “ELSE MAERSK” .. .... .... ... Apr. 29 
Sailings to India, Pakistan & P. Gulf 
M.S. “KIRSTEN MAERSK” .... .... .... Apr. 10 
MS. “AGNETS MAEROM  .... ..-.. .... May 7 
Arrivals from Persian Gulf & India 

M.S. “MATHILDE MAERSK” ...... Apr. 24 
M.S. “EMILIE MAERSK” .. ....... May 23 


Sailings to Djakarta, Semarang, 
Sourabaya, Macassar & Balik 


Papan via Manila 


M.S. “HERTA MAERSK” .... .... .... Apr. 13 


For Freight & Further Particulars 
Please apply to: 


JEBSEN & CO. 
Pedder Building. Tel: 36066-9. 
Chinese Freight Booking Office 
27, Connaught Rd., C. Tel: 20361. 


Dates and rotation subjest to chamze without notice. 
At liberty to proceed via other ports to 
load/discharge cargo 


The United Commercial Bank nee. 


Incorporated in India 
with Limited Liability 


Authorized Capital: HK$96,386,000.- 
Subscribed Capital: HK$48,193,000.- 
HK$ 9,036,145.- | 
Reserve Liability of Shareholders: _. HK$24,096,000.- 
BRANCHES 
INDIA 
89 Branches established in all the important places. 
PAKISTAN FRENCH-INDIA 
Karachi Pondicherry 
BURMA MALAYA 
Akyab Penang 
| Moulmein Singapore 
| Mandalay 
Rangoon 
LONDON: 


15 Throgmorton Avenue, LONDON, E.C.2. 


SAFE DEPOSIT VAULT 


The Bank is equipped with modern 
airconditioned SAFE DEPOSIT VAULT 
and provides LOCKERS of different sizes 
according to requirements. 


FOREIGN BANKING SERVICE 


The Bank provides complete service 
for Foreign Banking and Exchange all 
over the world in cooperation with first- 


class Bankers. 


4 Queen’s Road C. 
Hong Kong D. P. SARIN | 
Tel. 36071-2-3 Manager. | 
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